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INTRODUCTION. 



N that rude flate of fociety in which there is no 
divifion of labor , in which exchanges are feldom 
made, and in which every man provides every thing 
for himfelf, it is not nfeceffary that any ftock fbould 
be accumulated or ftored up beforehand in order 
to carry on the bufinefs of the fociety. Every man 
endeavours to fupplyby his own induftry his awn 
occafional wants as they occur. When he is hung- 
ry , he goes to the foreft to hunt ; when his coat 
is worn out , he dothes himfelf with tlie fkin of 
the firft large animal he kills : and when his hut 
begins to go to ruin , he repairs it , as well as he 
can y with the trees and the turf that are neareft it. 
W..ofN. ^ 1 ^ 
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But 5vhen the divifion of labor has once been 
thoroughly introduced, the produce of a man's own 
labor can fupply but a very fmall part of his occa- 
fional wants. The far greater part of them are fup- 
plied by the produce of other men's labof , which 
he purchafes with the produce, or, what is the 
fame thing, with the price of the produce of his 
own. But this purchafe cannot be mad^ till fuch 
time as the produce of his own labor has not only 
been completed, but fold. A ftock of goods of 
different kinds, therefore, muft be flored up fome- 
where fufficient to maintain him , and to fupply 
him with the materials and tools of his work till 
fuch time , at leaft , as both thefe events can be 
brought about. A weaver cannot apply himfelf 
entirely to his peculiar bnfmefs , unlefs there is 
beforehand ftored up fomewhere , either in his 
own poffeflion or in that of fome other perfon , a 
ftock fufficient to maintain him, and to fupply 
him with the materials and tools of his work, till 
he has not only completed , but fold his web. 
This accumulation muft , evidently , be previous 
to his applying his induftry for fo long a time to 
fuch a peculiar bufmefs. 

As the accumulation of ftock muft, in the nature 
of things , be previous to the divifion of labor , fo 
labor can be more and more fubdivided in propor- 
tion only as ftock is previoufly more and more ac- 
cumulated. The quantity of materials which the 
fame number of people can work up , increafes in 
a great proportion as labor comes to be more and 
more fubdivided ; and as the operations of each 
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Workman are gradually reduced to a greater degree 
of fimplicity , a variety of new machines come tb 
be invf^nted for facilitating and abridging thofa 
operations. As the divifion of labor advances^ 
therefore , in order to give conftant employment 
to an equal number of- workmen , an equal 'ftock 
of provifions, and a greater ftock of materials and 
tools than what would have been neceflary in a 
ruder flate of things , muft be accumulated before- 
hand. But the number of workmen in every 
branch of bufinefs generally increafes with thet 
divifion of labor in that branch , or rather it is 
the increafe of their number which enables them ta 
clafs and fubdivide themfelyes in this manner. 

As the accumulation of ftock is previoufly necef<» 
fary for carrying^ on this great imprdvement in 
the produflive powers of labor , fo that accumu- 
lation naturally leads to^this improvement. Thq 
perfon who employs his ftock in maintaining labor^ 
neceflarily wifhes to employ it in fuch a manner , 
as to prodyce as great a quantity of work a9 
poffible. He endeavours, therefore, both to make 
among his workmen the moft; proper diftribution 
pf employment , and to fumifli them with the beft 
jGoachines which he can either invent or afford to 
purchafe. His abilities in both thefe refpefls are 
generally in proportion to the extent of his ftock, 
pr to the number of people whom it can employ. 
The quantity of induifary , therefore, not only in- 
creafes in every country with the incteafe of the 
Aock which employs it, but, in confeqiience of 
that increafe, the fame quantity of induftry pro- 
ducea a much greater quantity of work. 
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Such are in general the effefls of the increafe of 
Hock upon induftry and its productive powers, . 

In the following book I have endeavoured to 
explain th^ nature of flock, the eife<3s of its ac- 
cumulation intq^ capitals of different kinds, an4 
the effefls of the different employments of thofe 
capitals. This book is divided into five chapters^ 
In the firft chapter , I have endeavoured to fhovy 
what are the different parts or branches into which 
the flock , either of an individual , or of a great 
fociety, naturally divides itfelf. Inthefecond; I 
have endeavoured to e:ifplain the nature and ope- 
ration of iiV ney confidered as a particular branch 
of the general flock of the fociety. The flock 
which is accumulated. into a capital, may either 
/ be employed by the perfon tp whom it belongs, 
or it may be lent to fome other perfon. In the 
third and fourth chapters, I have endeavoured to 
examine the manner in which it operates in both 
thefe lituations. The fifth and laft chapter treats 
of the different effefls which the different employ- 
ments of capital immediately produce upon the 
t^uantity both of national induftry, and of the 
annual produce of land and labor. 
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CHAP. I. 

Of the Divljion of Stock. 



HEN the flock which a man pofleffes is no 
more than fufficient to maintain him for a few 
days or a few weeks, he feldom thinks of 
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deriving any revenue from it. He confumes it aft 
fparihgly as he can, and endeavours by his labor 
to acquire fomething which may fupply its place 
before it be confumed altogether. His revenue 
is , in this cafe , derived from his labor only. 
This is the Itate of the greater part of the laboring 
poor in all countries. 

But when he poffefles flock fufficient to main- 
tain him for months or years, he naturally endea- 
vours to derive a revenue frdm the greater part 
of it ; referving only fo much for his immediate 
confumption as may maintain him till this re- 
venue begins to come in. His whole flock , 
therefore , is diftinguiflied into two parts. That 
part which , he expefls , is to afford him this re- 
venue , is called his capital. The other is that 
which fupplies his immediate confumption; and 
which confifts either, firfl, in that portion of his 
whole flock which was originally referved for 
thispurpofe; or, fecondly, in his revenue , from 
whatever fource derived, as it gradually comes 
in; or, thirdly, in fuch things as had been pur* 
chafed by either of thefe in former years, and 
which are not yet entirely confumed ; fuch as a 
flock of clothes , houfehol.d furniture , and the 
like. In one , or other , or all of thefe three » 
articles confifts the flock which men commonly 
referve for their own immediate confumption. 

There are two different ways in which a capi- 
tal may be employed fo as to yield a revenue or . 
profit to its employer. ' 

Firfl , it may be employed in raifmg , manor 
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factoring , or parchafing goods and felling theM 
again with a profit. The capital employed in 
this manner yields no revenue or profit to its 
employer, while it either remains in his poiTefliony 
or continues in the fame fliape. The goods of the 
xncrchafnt yield him no revenue or profit till he fells 
them for money , and the money yields him as 
little till it is again exchanged for goods. His 
capital is continually going from him in one fliape^ 
and returning to him in another , and it is only 
by means of fuch circulation , or fucceffive ex- 
changes , that it can yield him any profit. Such 
capitals^ therefore, may very properly be called 
circulating capitals. 

Secondly , it may be employed in the improve- 
ment of land , in the purchafe of ufeful machines^ 
and inflruments of trade, or in fuch -like things 
as yield a revenue or profit without changing 
mafters, or circulating any further. Such capitals, 
therefore, may very properly be called fixed 
capitals. , 

Different occupations require very different pro^ 
portions between the fixed and circulating capitals 
employed in them. 

The capital of a merchant , for example , is al- 
together a circulating capital. He has occafion 
for no machines or inftruments of trade , unlefs 
his (hop , or warehoufe , be confidered as fuch. 

Some part of th6 capital of every mafler arti- 
ficer or manufa£lurer mufl be fixed in the inflru- 
ments of his trade. This part, however, is very 
imaU in fome^ and very great in others. A mailer^ 
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taylor requires no other inflmments of trade buC 
a parcel of needles. Thofe of the mafler fhoe- 
maker are little , though but a very little , moro 
cxpenfive. Thofe of the weaver rUe a good deal 
above thofe of the flioemaken The far greater 
part of the capital of all fnch matter artificers , 
however , is circulated , either in the wages of the 
workmen , or in the price of their materials , and 
repaid with a profit by the price of the work. 

In other works a muc^ greater fixed capital it 
required. In a great iron- work, for example, the 
furnace for melting the ore , the forge , the flitt- 
mill, are inftruments of trade which cannot be 
crefled without a very great expenfe. In coal- 
works and mines of every kind , the machinery 
neceflary both for drawi<ig out the water and for 
other purpofes , is frequently ftill more expenfive. 

That part of the capital of the farmer which is 
employed in the inftruments of agriculture is a 
fix^d 5 that which is employed in the wages and 
maintenance of his laboring fervants , is a circulate 
ing capital. He makes a profit of the one by keep- 
ing it in his own polfeflion , and of the other by 
parting with it. The price or value of his laboring 
cattle is a fixed capital in the fame manner as that 
of the inftruments of hufbandf y : Their maintenance 
is a circulating capital in the fame manner as that 
of the laboring fervants. The farmer makes his 
profit by keeping the laboring cattle, and by 
parting with their maintenance. Both the price 
and the maintenance in the cattle which are bought 
ill and fiittened, not for labor, butforfale, are 
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a circtilating capital. The fanner makes his profit 
by parting with them. A flock of flieep or a herd 
of cattle that, in a breeding country, is boOght 
in, neither for labor, nor for fale, but in order to 
make a profit by their wool , by their milk , and 
by their increafe , is a fixed capital. The profit it 
made by keeping them. Their maintenance is a 
circulating capital. The profit is made by parting 
with it ; and it comes back with both its own profit, 
and the profit upon the whole price of the cattle , in 
the price of the wool, the milk, and the increafe. 
The whole value of the feed too is properly a fixed 
capital. Though it goes backwards and for\yard« 
between the ground and the granary, it never 
changes matters , and therefore does not properly 
circulate. The farmer makes his profit, not by its. 
fale , but by its increafe. 

The general flock of any country or fociety is 
the fame with that of all its inhabitants or mem* 
bers, and therefore naturally divides itfelf into 
the fan\e three portions , each of which has a dif- 
tinfl funflion or office. 

The firft, is that portion which is referved for im- 
mediateconfumption, and of which the chara6terif- 
tic is, that it aiFords no revenue or profit. Itconfifts in 
the flock of food, clothes, houfehold furniture, 8cc. 
which have been pu^chafed by their proper jifu- 
Tn^s, but which are not yet entirely confumeu. The 
whole flock of mere dwelUng-houfes too fubfiftil^at 
any one time in their country, make a part of this 
firft portion. The flock that is laid out in a houfe , 
if it is to be th^ dwelling-houfe of the proprietor* 
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ceafes from that moment to ferve in the funflion of 
a capital , or to afford any revenue to its ownen 
A dwelling-hdufe , asfuch, contributes nothing to 
the revenue of its inhabitant; and though it is, no 
doubt, extremely ufef ul to him, it is as his clothes and 
houfehold furniture are ufeful to him, which* how- 
ever, make a part of his expenfe, and not of his re- 
venue. If itistobe lettoatenantforrent,asthehoufe 
itfelf can produce nothing, the tenant muflalwaya 
pay the rent out of fome other revenue whicjfi he 
derives either from labor, or flock, or land. Though 
a houfe, therefore, may yield a revenue to its''pro- 
prietor, and thereby ferve in the funilion of a 
capital to him , it cannot yield any to the public , 
nor ferve in the funiiion of a capital to it , and 
the revenue of the whole body of the people can 
never be in the fmalleft degree increafed by it. 
Clothes, and houfehold furniture, in the^fame 
manner, fometimes yield a revenue , and thereby 
ferve in the funflion of a capital to particular per- 
fens. In countries where mafquerades are common^ 
it is a trade to let out mafqueradecjrcffes for a night. 
Upholfterers frequently let furniture by the month 
or by the year. Undertakers let the furniture of fune- 
rals by the day and by the week. Many people let 
fiimifhed houfes , and get a rent, not only for the ufe 
of the houfe , but for that of the furniture. The 
revenue , however , which is derived from fuch 
things, mull always be ultimately drawn from 
fome other fource of revenue. Of all parts of the 
itock, either of an individual, or of a fociety, 
referved for immediate confumption , what is laid 
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out in houfes is moft flowly confumed. A iiock of 
clothes may laft feveral years: a ftock of fumitare 
half a century or a century: but a ftock of houfei) 
well built and properly taken care of, may laft 
many centuries. Though the period of their total 
confumption , however , is more diftant, they are 
ftill as really a ftock referved for immediate con- 
fumption as either clothes or houfehold furniture^ 

The Second of the three portions into which 
the general ftock of the fociety divides itfelf, it 
the fixed capital ; of which the chara Aeriftic , is , 
that it affords a revenue or profit without circu- 
lating or changing mafters. It confifts chiefly of 
the four following articles. 

Firft y of all ufeful machines and inftrnments of 
trade which facilitate and abridge labor: 

Secondly , of all thofe profitable buildings which 
are the means of procuring a revenue , not only 
to thtir proprietor who lets them for a rent , but 
to theperfon who poflefles them and pays that rent 
for them ; fuch as (hops, warehoufes, workhoufes, 
farnihoufes, with all their neceflary buildings; 
ftables, granaries, &c. Thefe are very different 
from mere dwelling houfes. They are a fort of 
inftruments of trade , and may be confidered in 
the fame light. 

Thirdly, of the improvements of land, of what 
has been profitably laid out in clearing, draining, 
enclofing, manuring, and reducing it into the con- 
dition moft proper for tillage and culture. An im- 
proved farm may very juftly be regarded in the 
hme light as thofe ufeful machines which facilitate 
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•aad abridge labor, and by means of which, an 
equal circulating capital can afford a much greater 
revenue to its employer. An improved farm is 
equally advantageous and more durable than any 
of thofe machines , frequently requiring no other 
repairs than the moft profitable application of the 
fanner's capital employed in cultivating it : 

Fourthly, of the acquired and tifeful abilities of 
all the inhabitants or members of the fociety. The 
acqnifition of fuch talents, by the maintenance of the 
acquirer during his education, ftudy, or appren- 
ticefhip , always cofts a real expenfe , which is a 
capital fixed and realized, as it were, in his per- 
fon. Thofe talents , as they make a part of his 
fortune , fo do they likewife of that of the fociety 
to which ht belongs. The improved dexterity of 
a workman may be confidered in the fame light 
as a machine or inftrument of trade which facilitates 
and abridges labor, and which , though it cofls a 
certain expenfe, repays that expenfe with a profit. 

The Third 'and laft of the three portions into 
Which the general flock of the fociety naturally 
divides itfelf, is the circulating capital ; of which 
the charafleriftic is , that it affords a revenue only 
by circulating or changing mafters. It is compofed 
likewife of four parts : 

Firfl , of the money by means of which all the 
other three are circulated and diflributed to their 
proper coYifumers: 

Secondly , of the flock of provifions which are 
ih the poffeffion of the butcher, the grazier, the 
Curmer , the corn-merchant ^ the brewer, &c. and 



/. 



a THE NATURE AND CAUSES OF 

from the fale of which they expefl to derive a 
profit: 

Thirdly , of the materials , whjether altogether 
rnde , or more or lefs manufa£hired , of clothes , 
furniture , and building, which are not yet made 
up into any of thofe three fliapes, but which re-r 
main in the hands of the growers, the manufac- 
turers, the mercers and drapers, the timber- 
merchc^nts, the carpenters and joiners^ the brick-* 
maters, &c. 

Fourthly, and laftly, of the work which is 
made tip and completed, but which isftillin the 
hands of the merchant or manufaflurer , and not 
yet difpofed of, or diftributed to the proper con- 
sumers ; fuch as the finifhed work \^hich we fre- 
quently find ready-made.in the Ihops of the fmith , 
the cabinet-maker, the goldfmith, the jeweller^ 
the china- merchant , Sec, The circulating capital 
confiftsin this manner, oftheprovifions, materials, 
and finiihed work of all kinds that are in the 
hands of their refpeflive dealers, and of the 
money that is neceffary for circulating and diAri-* 
butmg them to thofe who are finally to ufe , 09 
to confume them. 

Of thefe four parts three , provifions, materials^ 
and finiihed work, are, either annually, or in a 
longer or fliorter period, regularly withdrawn 
from it , and placed either in the fixed capital ov 
in the ftock referved for immediate confumptiork 

Every fixed capital is both originally derived 
from, and requires to be continually fupporte.d! 
by a circulating capital. All ufeful macbinesi 
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and inftruments of trade are originally derived 
from a circulating capital, which furniflies the 
imaterials of which they are made , and the main- 
tenance of the workmen who make them. They 
require too a capital of the fame kind to keep 
them in conftant repair. 

No fixed capital can yield any revenue but by 
means of a circulating capital. The moft ufeful 
machines and inftruments of trade will produce 
nothing without the circulating capital which af- 
fords the materials they are employed upon, and 
the maintenance of the workmen who employ them. 
Land , however improved, will yield no revenue 
without a circulating capital, which maintains the 
laborers who cultivate and colle<3 its produce. 

To maintain and augment the ftock which may 
be refeirved for immediate confumption , is the 
fole end and purpofe both of the fixed and cir«« 
culating capitals. It is this flock which feeds , 
clothes , and lodges the people. Their riches or 
poverty depends upon the abundant or fparing 
, fupplies which thofe two capitals can afford to the 
ftock referved for immediate confumption. 

So great a part of the circulating capital being 
continually withdrawn from it , in order to be 
placed in the other two branches of the general 
ftock of the fociety; it muft in its turn require 
continual fupplies , without which it would fooa 
ceafe to exift. Thefe fupplies are principally draw^ 
from three fources, the produce of land, ofmine» 
and of fifheries. Thefe afford continual fupplies o§ 
provifions and materials^ of which partis afterw^ds 
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wrought tip into fintfhed work, and by which are 
replaced the provilions, materials, and finifhed work 
continually withdrawn from the circulating capitaL 
From mines too is drawn what is neceffary for 
maintaining and augmenting that part of it which 
confifts in money. For though ,' in the ordinary 
courfe of bufmefs, this part is not, like the other 
three, ncceffarily withdrawn from it, in order to 
be placed in the other two branches of the general 
flock of the fociety, it muft, however, like all 
other things , be wafted and worn out at laft , 
and fonrietimes too be either loft or fent abroad , 
and muft , therefore , require continual , though^ 
no doubt, much fmaller fupplies. 
. Land, mines, and fiflieries, require all both a 
fixed and a circulating capital to cultivate them ; 
and their produce replaces with a profit » not 
only thofe capitals, but all the others in the 
fociety. Thus the farmer annually replaces t^ 
the manufacturer the provifions which he had 
confumed and the materials which he had 
wrought up the year before; and the manu- 
faflurer replaces to the farmer the finifhed work 
which he had wafted and worn out in the fame 
time. This is the real exchange that is annually 
made between thofe two orders of people, though 
it feldom happens that the rude produce of the. 
one and the manufactured produce of the other, 
are direCily bartered for one another; bccaufe it 
feldom happens 'that the farmer fells his corn 
and his cattle , his flax and his wool, to the very 
fame,perfon of whom he xhtjfes to purchafe thft 



THE WEALTH OF NATIONS- lA 

clothes, furniture, and inflrnments of trade which 
he wants. He fells, therefore, his rude produce 
for money , with which he can purchafe , where- 
ever it is to be had, the manufai^ured produce 
he has occafion for. ' Land even replaces , in part 
at leaft, the capitals with which fiflieries and 
mines are cultivated. It is the produce of land 
which draws the ififh from the waters ; and it is 
the produce of the furface of the earth which ex-^ 
tra£fe the minerals from its bowels. 

The produce of land , mines, and fifheries ^ 
when their natural fertility is equal , is in propor- 
tion to the extent and proper application of the 
capital employed about them. .When the capi- 
tals are equal and equally well applied , it is in 
proportion to their natural fertility. 

In all countries where there is tolerable fecu- 
rity, every man of common underftanding will 
endeavour to employ whatever ftock he can 
command in procuring either prefent enjoyment 
or future profit. If it is employed in procuring 
prefent enjoyment, it is a ftock referved for im- 
mediate confumption. If it is employed in pro- 
curing future profit, it muft procure this profit 
either by flaying with him, or by going from 
him. In the one cafe it is a fixed , in the other 
it is a circulating capital. A man muft be per* 
feflly crazy who, where there is tolerajblefecurity, 
does not employ all the ftock which he commands, 
whether it be his own or borrowed of other 
people , in fome one or pth^i: of thofe thre^ 
ways. 
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In thofe onfortunate countries , indeed , wher^ 
men are continually afraid of the violence of 
their fuperiors , they frequently bury and conceal 
a great part of their flock, in order to have it 
always at hand to carry with them to fome place 
of fafety, in cafe of their being threatened with 
any of thofe^difaflers to which they confider them- 
felves as at all times expofed. This is faid to be 
a common praflice in Turkey, in Indoftan, and, 
I believe , in moft other governments of Afia. It 
feems to have been a common practice among 
our anceftors during the violence of the feudal 
govern pient. Treafure-trove was in thofe times 
confidered as no contemptible part of the rtvenue 
of the greateft fovereigns in Europe. It confifled 
in fuch treafure as was found concealed in the 
earth , and to which no particular perfon CQUld 
prQve any right. This was regarded in thof© tim^9 
as fo important an object, that it was always con- 
fidered as belonging to the Sovereign, and neithes 
to the finder nor to the proprietor of the land, 
unlefs the right to it had been conveyed to. tba 
latter by an exprefs claufe in his charter. It wa» 
put upon the fame footing with gold and filver 
mines , which , without a fpecial claufe . in the 
charter , were never fuppofed to be comprehended 
in the general grant of the lands , though mines 
of lead , copper , tin , and coal were , as things 
of fmaller confequence. 



CHAP, 
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C H A P. 11. 

Of Money conjidered as « particular Branch of the 
gereral Stock of the Society^ or of the Expenfe of 
maintaining the National Capital, ' 



I 



T has been fliown in the firft Book, that the 
price of the greater part of commodities refolves 
itfelf into three parts, of which one pays the wages 
of the labor, another the profits of the iloqk, and 
a third the rent of the land which had been employed 
in producing and bringing them to market: that 
there are, indeed, fome commodities of which 
the price is made up of two of thofe parts only, 
the wages of labor, and the profib of ftock : and a 
very few in which it confifts altogether in one, 
the wages of labor : but that the price of every 
commodity neceifarily refolves itfelf into fome one, 
or other , or all of thefe three parts j every part 
of it which goes neither to rent not to wages, 
being neceflarily profit to foinebody, 

Since this is the cafe, it has been obferved, 
vnih regard to every particular commodity, 
taken feparately ; it muft be fo with regard to 
all the commodities which compofe the whole 
annual produce of the land and labor of every 
country, taken complexly. The whole price or 
exchangeable value of that annual produce, mnft 
refolve itfelf into the fame three parts , and be 
parcelled out among the different inhabitants of 

fV. of N. 7. a 
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the country, either as the wages of their labor « 
the profits of their ftodk , br the rent of their land. 

But though the whole value of the annual 
produce of the land and labor of evisry countiy 
is thus divided among and conititutes a revenue 
to its different inhabitants, yet as in the rent of a 
private eftate we diilinguifli between the grofr 
rent and the neat rent, fo may we likewife in 
the revenue bf all the inhabitants of a great 
country. 

The grofs rent of a priVate eftate cbrtipi'is- 
hends whatever is paid by the farmer; the ticat 
rent, what remains free to the landlord, after de- 
ducing the expenfe of management, of repairs, 
and all othfer neceffary charges; or what, with- 
otit hurting his eftate, he can afford to place hi 
his ftock referved for immediate confbmption, or 
to fpend upon his table , equipage , the orna« 
ments of his houfe and furniture, his private en- 
joyments and amufements. His real wealth is in 
proportion , not to his grofs , but to his neat rent. 

The grofs revenue of all the inhabitants of a 
great country , comprehends the whole annuil 
produde of their land and labor ; the neat reve- 
nue, what reniains free to them after deducing 
the expenfe of maintaining ; firft , their fixed ; 
and, fecondly, their circulating capital; or what, 
without encrosiching upon their capital, they can 
place in their ftock referved for immediate con- 
fumptfon , or fpend upon their fubfiftence , con- 
veniencies, and amufements. Their real wealth 
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too is in prt>pottion, not to their grols^ but to 
their neat revenue. 

The whole expenfe of maintaining the fixed 
^pital^ muft evidently be exeluded from the neat 
revenue of the fociety. Neither the materials hecef- 
&ry for fupporting their ufeful machines and infttu- 
ments of trade , their profitable buildings, &Ci nor 
the produce of the labor neceflary for fafhioning 
thofe materials into the proper form ^ can ever make 
any part of it. The price of that labor may indeed 
make a parf^of it; as the workmen fo employed 
may place the whole value of their wages in their 
fiock referved for immediate confumption. But ia 
other forts of labor , both the price and the produce 
go to this flock ^ the price to that of the workmen , 
the produce to that of other people , whofe fubfifl- 
tnce^ conveniencies) and amufementt, are aug« 
mented by the labor of thofe workmen* 

The intention of the fixed capital is to increafe 
the productive powers of labor , or to enable the 
fame number of laborers to perform a much greater 
quantity of work. In a faVm where all the neceffary 
buildings ^ fences , drains , cotnmunications ^ iccu 
are in the moil perfect good order, the fame num- 
ber of laborers and laboring cattle will raife a much 
greater produce , than in one of equal extent and 
equally good ground , but not fumiflied with 
tqual conveniencies. In ^manufaftures the fame 
number of hdnds, affifled with the befl machinery^ 
will work up a much greater quantity 6f goods 
than with more imperfe^ inflruments of trade. The 
fJcpenfe which is properly laid out upon a fixed 
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capital of any kind, is always repaid with great 
profit, and increafes the annual produce by a much 
greater value than that of the fupport which fuch 
improvements require. This fupport, however, ftill 
* requires a certain portion of that produce, A certain 
quantity of materials , and the labor of a certain 
number of workmen, both of which might have 
been immediately employed to augment the food, 
clothing and lodging, the fubfiflence and conveni- 
encies of the fociety , are thus diverted to another 
employment, highly advantageous indeed, but ftill 
diiFerent from this one. It is upon this account that 
all fuch improvements in mechanics, as enable the 
fame number of workmen to perform an equal 
quantity of work, with cheaper and Ampler ma- 
chinery than had been ufual before, are always 
regarded as advantageous to every fociety. A 
certain quantity of materials, and the labor of a 
certain number of workmen, which had before been 
employed in fupporting a more complex and ex- 
penfive machinery , can afterwards be applied to 
augment the quantity of work which that or any 
other machinery is ufeful only for performing. 
The undertaker of fome great manufactory who 
employs a thoufand a-y ear in the maintenance of his 
machinery, if he can reduce this expenfe to five 
hundred , will naturally employ the other five hun- 
dred in purchafmg an additional quantity of mate- 
riab to be wrought up by an additional number of 
workmen. The quantity of that work, therefore, 
which his machinery was ufeful only for per- 
forming , will naturally be augmented , and with 
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it all the advantage and conveniency which the 
fociety can derive from that work. 

The expenfe of maintaining the fixed capital 
in a great country , may very properly be com- 
pared to that of repairs in a private eftate. The 
expenfe of repairs may frequently be ncceflary 
for fupporting the produce of the ellate,^ and 
confequently both the grois and the neat rent of 
the landlord. When by a more proper du^e^tiop, 
however , it can be diminilhed without Qccafioning 
any diminution of produce , the grofe jent len^ihs 
at leaft the fame as before , and the nes^t ^jsnt jt 
neceffarily augmented. . i . 

But though the whole expenfe of maintainti^ 
the fixed capital is thus neceffarily excluded 
from the neat revenue of the fociety, it is, not tlja 
fame cafe with that of maintaining the circuiting 
capital. Of the four p^rts of which thjs 
latter capital is compofed^ money , provifions, 
materials , and finifhed work , the three lafl , jit 
has already been obfcrved, are regularly with- 
drawn from it, and placed either in the iixed 
capital of the fociety, or in their flock referved 
for immediate confumption. Whatever portion 
of thofe confumable goods is not employed in 
maintaining the former, goes all to the latter » 
and makes a part of the neat revenue of the fo- 
ciety. The maintenance of thofe three parts of 
the circulating capital, therefore, withdraws no 
portion of the annual produce firom the neat re- 
venue of the fociety , befides what ii neceffary 
for inaiixtaining the fixed qs^pital. 
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The circnlating capital of a fociety it in thii 

refpefl different from that pf n^n individual. That 

of an individual is totally excluded from making 

any part of his neat revenue, which muft confm 

altogether in his profits. But though the circulating 

capital of every individual mak^s a part of that of 

'the fociety to which he belongs , it is not upon that 

acc6unt totally excluded from making a part like- 

* wife *of their neat revenue. Though the whole 

. goods in a merchant's fliop muft by no means be 

placed in his own ftock referved fpr immediate 

corifumpttori, they may in that of other people^ 

who, from a revenue derived from other funds, 

' may regularly replace their value to him , together 

with its profits, without occafiontng any diminution 

' either of his capital or pf theirs. 

Mo»ney, therefore, is the only part of the 
dfculatirig capital of a fociety , of which the 
niaintenahce can oc^afion any diminution in their 
neat revenue* 

The fixed capital, and that part of the circu- 
lating capital which confifts in money , fo far as 
they affeil the yeyeni^e of the fociety , bear a very 
^reat refemblance to one another. 

Firft^ as thofe machines and inftruments of 
trade , &c. require a certain expenfe , firft to erc^ 
them, and afterwards to fupport them, both 
which expf nfes , though they make a part of the 
grofs, are deduflions froni the i^e^t revenue of 
the fociety j fo the ftock of money which circu- 
lates in any country muft require a certain expenCp, 
firft to colle<^ it, and afterwa^^ds to fupport 
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it, both which expenfes, though they make a 
part of the grofs, are, in, the fame manner, 
deduftions from the neat revenue of the fociety* 
A certainquantityof very valuable materials, gold 
and filver, and of very curious labor , inftead of 
augmenting the ftock referved for immediate con«- 
fumption,thefub(iftence,conveniencies,andamufe- 
xnents of individuals, is employed in fupporting 
that great but expenfive inftriiment of commerce, 
by means of which every individual in the fociety 
has his fubfiflence , conveniencies , and amufe- 
snents , regularly diftributed to him in their proper 
proportions. 

Secondly, as the machines and inftruments 
of trade , Sec. which compofe the hx^d capital 
either of an individual or of a fociety , make no 
part either of the grofs or of the neat revenue of 
either ; fo money , by means of which the whole" 
revenue of the fociety is regularly diftributed 
9mong all its different members , makes itfelf no 
part of that revenue. The great wheel of cir- 
culation is altogether different fropi the goqds 
which are circulated by .mean$ of it. Thei revenue 
of the fociety con&fts altogetherinthofe goods, and 
not in the wheel which circulates. thejoi./ In com^ 
puting either the grofs or neatii^Venue of any 
fociety,. wemuft always , from their whole annual 
circulation of money and goods , dedu6i the whole 
value of the money , of which not afingl^ farthing 
can ever make any part of either. 

It is the ambiguity of language only which 
can make this proportion appear ^ther doubtful 
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or paradoxical. When properly explained and 
underftood , it is almoft felf - evident. 

When we talk of any particular fom of money y^ 
we fometimes mean nothing but the metal pieces of 
which it is coQipofed ; and fometimes we include 
in our meaning fome obfcure reference to the goods 
which can be had in exchange for it, or to the 
power of purchafmg which the pofleffion of it con- 
veys. Thus when we fay, that the circulating money 
of England has been computed at eighteen millions, 
we mean only to ixprefs the amoimt of the metal 
pieces, which fome writers have computed, or 
rather have fuppofedtp circulate in that country. 
But when we fay that a man is worth fifty or 4 
hundred pounds a year, we mean commonly to 
exprefs not only the amoimt of the metal piecef 
which are annually paid to him, but the value of the 
goods which he can annually purchafe or confume« 
We mean commonly to afcertain what is or ought 
to be his way of living, or the quantity and quality 
of the neceffaries and conveniencies of life in which 
he can with propriety indulge himfelf. 

When, by arfy particular fum of money, we 
mean not only to exprefs the amount of the metal 
pieces of which it is compofed , but to include in its 
fignification fome obfcure reference to the ^odt 
which can be had in exchange for them , the wealth 
or revenile which it in this cafe denotes , is equal 
only to one of the two values which are thus inti- 
inated fomewhat ambiguoufly by the fame word^ 
find to the latter more properly than to the former, to 
the money 's worth more properly than to the moneys 
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Thus if a guinea be the weekly pcnfion of a 
particular perfon, he can in the courfe of the week 
purchafe ivith it a certain quantity of fubfiftence , 
conveniencies, and amufements. In proportioh as 
this quantity is great or fmall, fo are his real riches , 
his real weekly revenue. His weekly revenue is 
certainly not equal both to the guinea, and to 
what can be purchafed with it , but only to one 
or other of thofe two equal values; and to the 
latter more properly than to the former , to the 
guinea's worth rather tlian to the guiriea. 

If the penfion of fuch a perfon was paid to 
him , not in gold , but in a weekly bill for k 
guinea , his revenue furely would not fo properly 
confift in the piece of paper, as in what he could 
get for it, A guinea may be confidered as a bill 
for a certain quantity of neceflaries and convenien- 
cies upon all the tradefmen in the neighbourhoods 
The revenue of the perfon to whom it is paid, 
does not fo properly confifts in the piece of gold ,^ 
as in what he can get for it , or in what he can 
exchange it for. If it could be exchanged fot 
nothing y it would , like a bill upon a bankrupt , 
be of no more value than the moft ufeleis piece 
of paper. 

Though the weekly , or yearly revenue of all 
the different inhabitants pf any country, in the fame 
manner, may be, and in reality frequently is paid 
to them in money, their real riches, however, the 
real weekly or yearly revenue of all of them 
taken together, muft always be great or fmall in 
proportion to the quantity of confumable goods 
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which they can all of them purchafe with this 
money. The whole revenye of all of them taken 
together is evidently not equal to berth the money 
and the confumable goods ; but only to one or 
other of thofe two values , and to the latter mora 
properly than to the former. 

Though we frequently , therefore , exprefs a 
perfon's revenue by the metal pieces which are 
annually paid to him , it is becaufe the amount of 
thofe pieces regulates the extent of his power of 
purchafing , or the value of the goods which ho 
can apnually afford to confume. We ftill confider 
hii revenue as confiAing in this power of pucchaf- 
tng or confuming, and not in the pieces which 
convey it 

But if this is fufficiently evident even with 
regard to an individual, it is flill more fo with 
regard to a fociety. The amount of the metal pie- 
ces which are annually paid to. an in^jiividual , is 
ofte^ precifely equal to his revenue 9 and is upon 
that account the fliorteft and beft expreffion of its 
valoe. But the amount of the metal pieces which 
Mrcnlate in a fociety, can never he equal to the 
revenue of all its members. As the Caime guinea 
which pays the weekly penfion of one man to-day, 
may pay that of another to«morrow, and that of a 
third the day thereafter , the amount of the metal 
pieces which annually circulate in any country , 
mull always be of much lefs value than the, whole 
money penfions annually paid with them- But the 
power of purchafing, or the goods which can fuccef- 
fively be bought with the whole of thofe mqney 
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penfioi^s a,s they are fucceffively paid, muft always 
beprecifelyofthe lame value ivith tbofe penfidm j 
jw muft likewife be the revenue of the different 
perfons %q whom^ they are paid. That revenue , 
therefore , canpat conlift in thofe fneta} pieces, of 
which the amount it fo much inferior to its value • 
but in the power of purchafmg , in the good* 
which can fucceffively be bought with thein as 
they circulate from hand to hand. 

Money, therefore, the great wheel of circulation, 
the great inftrument of commerce, like all other 
inltruments of trade , though it makes a part and a 
very valuable part of the capital, makes no part of 
th^ revenue of the fociety to. which it belongs , and 
though the metal pieces of which it is compofed , 
in the cpurfe of their annual circulation, diftribut^ 
tQ every ma-n the revenue which properly belongs to 
him , they make themfelves no part of that revenue. 

Thirdly, and laftly, the machines and inftrumentt 
of trade, Sec. which compofe the fixed capital, bear 
this further refemblance to that part of the circulat- 
ing capital which eonfifts in money ; that as every 
laving in the expenfe of erefiing and fupporting 
thofe machines, which doe^ not diminifh the pro- 
duftive powers of labor, is an improvement of the 
neat reven ue of the fociety ; fo every^ laving in the 
cxpenfe of coUeAing and fupporting that part of 
the circulating capital which confifts in money, ts 
tn improvement of exa^ly the fame kind. 

It is fufficiently obvious , and it has partly too 
been explained already, in what manner every 
faving in the expenft^offupporting the fixed capital 
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is art improvement of the neat revenue of the fo- 
ciety. The Whole capital of the undertaker of 
every work is neceffarily divided between his hxed 
and his circulating capital. While his whole capital 
remains the fame, the fmaller the one part , the 
greater muft neceffarily be the other. It is the 
circulating capital which furniflies the materials 
and wages of labor, and puts induftry into motion. 
Every faving, therefore, in the expenfe of maintain- 
ing the fixed capital, which does not diminifli the 
produflive powers of l^bor, muft increafe the fund 
which puts induftry into motion , and confequently 
the annual produce of land and labor , the real 
revenue of every fociety. 

The fubftitution of paper in the room of gold 
and filver money , replaces a very expenlive inft ru- 
ment of commerce with one much lefs coftly, and 
fometimes equally convenient Circulation comet 
to be carried on by a new wheel , which it cofU 
lefs both to ere£i and to maintain than the old 6ne« 
But in what manner this operation is performed, 
and in what m;anner it tends to increafe either the 
grofs or the neat revenue of the fociety , is not 
altogether fo obvious , and may dierefore require 
fome further explication. 

There are feveral different forts of paper money ; 
but the circulating notes of banks and bankers are 
the fpecies which is beft known , and which feems 
beft adapted for this purpofe. 

When the people of any particular country have 
fuch confidence in the fortune, probity, and pru- 
dence of a particular banker, as to believe that 
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he is always ready to pay upon demand fuch of 
his promiffory notes as are likely to be at any 
time prefented to him ; thofe notes come to have 
the fame currency as gold and filver money, from 
the confidence that fuch money can at any time 
be had for them. 

A particular banker lends among his cuftomers 
his own pfomiffory notes, to the extent, we fliall 
fuppofe, of a hundred thoufand pounds. As thofe 
notes ferve all the purpofes of money, his debtors 
pay him the fame intereft as if he had lent them 
fo much money. This intereft is the fource of his 
gain. Though fome of thofe notes are continually 
coming back upon him for payment, part of them 
continue to circulate' for months and years toge- 
ther. Though he has generally in circulation , 
therefore, notes to the extent of a hundred thou- 
fiind pounds, twenty thoufand pounds in gold and 
filver may , frequently be a fufficient provifion for 
anfwering occalional demands. By this operation , 
therefore, twenty thoufand pounds in gold and 
filver perform all the funilions which a hundred 
thoufand could otherwife have performed. The 
fame exchanges may be made, the fame quantity 
of confumable goods may be circulated and dlllri- 
buted to their proper confumers, by means of his 
promiffory notes, to the value of a hundred thou- 
land pounds, as by an equal value of gold and 
filver money. Eighty thoufand pounds of gold and 
filver, therefore, can, in this manner, befpared 
firom the circulation of the country ; and if dinerent 
K-rations of the fame kind fiiould , at the fame 
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time , be carried on by many different b^nks ^nd 
bankers , the whole circulation may thus be* con- 
dueled with a fifth part only of the gold and filver 
which would otherwife have been requifite. 

Let uf fuppofe, for example, that the wholt 
circulating money of fome particular country 
amounted ^ at a particular time , to one million 
fterling , th^t fum being then fufficient for circulat- 
ing the whole- annual produce of their land and. 
labor. Let us fuppofe tob ,nhat fonie time thei'e- 
after, different banks and bankers iflued promiffory 
notes, payable to the biearer, to the extent of one 
million , referring in their different coffers two 
hundred thoufatid pounds for anfwering occafional 
demands. There would remain, therefore j ia 
circulation, eight hundred thoufand pounds in 
gold and filver, and a million of bank notes ^ or 
eighteen hundred thoufand poundu of paper and 
money together. But the annual produce of the 
land and labor of the country had before required 
only one million to circulate and diflribute it to 
its proper cbnfumers, and that annual pjcoduce 
cannot be immediately augmented by thofe opera- 
tions of banking. One million, therefore, will 
be fuflicient to circulate it after them. The goods 
to be bought and fold being precifely the fame 
as before, the fame quantity of money will be 
fufficient for buying and felling them. The chan* 
nel of circulation, if I may be allowed fuch 
an expreflion , will remain precifely the fame as 
before , One million we have fuppofed fufficienf 
to fill that channel. Whatever^ therefore, is poured 
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Into it beyond this fam , canitot rtin in it , bat 
tftuft overflow. One million eight hundried thou- 
fand poundd are poured into it. £ight htindred 
thoufand pounds, therefore, mbft oveirfldw, that 
ftim being over and above what can be etnplbyed 
in the circulation of the country. But though 
this fum cannot be employed at home , it is to6 
valuable to be allowed to lie idle. It will , there- 
fore , be fent abrdr^d^ in order,^ to feek thdt 
profitable employmeht Which it cannot find at 
home. But the paper canHot g6 abroad , becaufe 
at atiiftan'ce from the banks which {(Tueit, and 
from the country in whfch payitiient of it can b« 
exacted by law , it will not be received in com* 
mon payments. Gold and filver, therefore, t» 
the amount of eight hundred thoufand pouhdt 
will be fent abroad^ and the channel of home 
tirculatidn will remain filled with a million of 
paper , inftead of the million of thbfe metals Which 
filled it before. 

But though fo great a ^quantity of gold and 
filver is thus fent abroad , we muft not imagine 
that it is fent abroad for nothing, or that its 
proprietors m^ike a p^efent of it to fi:>reign nations. 
They will exchange it for foreign goods of fome 
kind >or another , in order to fupply the confump- 
tion either of fome bther foreign country , or of 
their own. 

If they employ it in purchafing goods in one 
foreign cpuntry in order to fupply the confumption 
of another, or in what is called the carrying trade^ 
whatever profit they make will be an addition to 
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the fieat revenue of their own country. It is like a 
new fund, created for carrying on a new trade; 
domeilic bufmefe being now tranfafled by paper, 
and the gold and lilver being converted into a 
fund for tliis new trade. 

If they employ it in purchafing foreign goods 
for home confumption ; they may either, hrft, 
purchafe fuch goods as are likely to be confumed 
by idle people who produce nothing, fuch as 
foreign wines, foreign filks. Sec. ; or, fecondly, they 
xnay purchafe an additional flock of materials , 
tools , and provilions , in order to maintain and 
employ an additional number of induflrious people, 
who re-produce, with a proht , the value of their 
annual confumption. 

So far as it is employed in the firfl way , it pro- 
motes prodigality, increafes expenfe and confump- 
tion without increafihg produdion, or eflablifliing 
any permanent fund for fupporting that expenfe , 
and is in every refpeil hurtful to the fociety. 

So far as it is employed in the fecond way , it 
promotes induftry ; and though ^t increafes the 
confumption of the fociety , it provides a perma- 
nent fund for fupporting that confumption , the 
people who confume re-producing, with a profit,, 
the whole value of their annual confumption. 
The grols revenue of the fociety , the annual 
produce of their land and labor , is increafed by 
the whole value which the labor of thofe work- 
men adds to the materials upon which they 
are employed; and their neat revenue by what 
remains of this value > after deducing what is 

neceifary 
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neceffary for fupporting the tools and inftrt^mentg 
of their trade. 

That the greater part of the gold and filver^ 
which 5 being forced abroad by thofe operations 
of banking, is employed in purchafing foreign 
goods for home confumption, is and nauft be 
employed in purchafing thofe of its fecond kind ^ 
feems not only probable but almofl unavoidable** 
Though fome particular men may fometimes 
increafe their expenfe very confiderably though^ 
their revenue does notincteafe at all, we may be 
affured that no clafs or order of men ever does 
fo; becanfe, though the principles of common 
prudence do not always govern the conduct of 
every individual, they always influence that of 
the majority of every clafs or order. But the 
revenue of idle people, confidered as a clafs oi^ 
order, cannof, in the fmalleft degree, be increafed 
by thofe operations of banking. Their expenfe in 
general , therefore , cannpt be much increafed by 
them, though that of a few individuals among them 
may, and in /reality fometimes is. The demand of 
idle people , therefore , for foreign goods , being 
the fame , or very nearly the fame 9 as before , a 
very fmall part of the money, which being forced 
abroad by thofe operations of banking, is employed 
in purchafing foreign goods for home confumption^ 
is likely to be employed in purchafing thofe fot 
their ufe. The greater part of it will naturally be 
deftined for the employment of induftry, and not 
for the maintenance of idlenefs^ / 

W.o/N. 3. , .4 / 
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When wc compute the quantity of induftry 
which the circulating capital of any fociety can 
employ, we mufl always have regard to thofe 
parts of it only, which confift in provifions^ 
materials, and finifhed work, the other, which 
confifts in money, and which ferves only to cir- 
culate thofe three j mufl always be deduced. In 
order to put induflry into motion , three things 
are requifite; materials to work upon, tools to 
work with , and the wages or recompence for 
the fake of wJiich the work is done. Money 
is neither a material to work upon , nor a tool 
to work with ; and though the wages of the 
workman are commonly paid t6 him in money, 
his feal revenue , like that of all other men, con- 
fifts, not in the money, but in the money's worth ; 
not in the metal pieces , but in what can be got 
for them. 

The quantity of induftry* which any capital 
can employ, muft, evidently, be equal to the 
number of workmen whom it can fupply with 
materials, tools, and a maintenance fuitable to 
the nature of the work. Money may be requifite 
for purchafmg the Ninaterials and tools of the work, 
as well as the maintenance of the workmen. 
But the quantity of induftry which the whole 
capital can employ, is certainly hot equal both 
to the money which purchafes , and to the mate- 
rials, tools, and maintenance, which are purchafed 
with it; but only to one or ©thereof thofe two 
values, and to the latter more properly than to 
the former. 
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When paper is fubftitiited;n,the room of gold 
and lilver moneys the quantity of the materials, 
tools and maintenance, which the whole circu- 
lating^ capital can fupply, may be increafed by 
the whole value of gold and filvet which ufed ta 
be employed in purchafing them. The whole 
value of the great wheel of circulation and dif- 
tribution , is added to the goods which are circu- 
lated and diftributed by means of it* The opera- 
tion , in fome meafure , refembles that of the 
undertaker of fome great work , who , in confe- 
quence of fome improvement in mechanics, takes 
down his old machinery , and adds the difference 
between its price and that of the new to' his cir* 
culating capital , to the fund from which he fur- 
niflies materials and wages to his workmen. 
^ What is the proportion which the circulating 
money of any country bears to the whole value of 
the annual produce circulated by means of it , it 
is, perhaps, impoflible to determine. It has been 
computed by different authors at a fifth , at a tenth, 
at a twentieth , and at a thirtieth part of that value. 
But how fmall foever the proportion which the cir- 
culating mt>ney may bear to the whole value of 
the annual produce, as but a part, and frequently 
but a fmall part , of that produce, is ever deftined 
for the maintenance of induftry , it muft always 
bear a very confiderable proportion to that part. 
When , therefore , by the fubflitution of paper , 
thegoldandfilverneceffary for circulation is reduced 
to perhaps, a fifth part of the former quantity, if the 
■value pf only the greater part pf the other four-fifths 
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be added to the funds which are deftined for the 
maintenance of induftry, it muft make a very 
confiderable addition to the quantity of that in- 
duftry, and confequently , to the value of the 
annual produce of land and labor. 

An operation of this kind has, within thefe 
five-and-twenty or thirty years, been performed 
in Scotland , by the ereflion of new banking 
companies in almoft every confiderable town, and 
even in fome country villages* The eflFefts of it 
have been pretifely thofe above defcribed. The 
bufmefs of the country is almoft entirely carried 
on by means of the paper of thofe different bank- 
ing companies , with which purchafes and pay- 
ments of all kinds are commonly made. Silver 
very feldom appears except in the change of a 
twenty ihillings bank note , and gold ftill fel- 
domer. But though the condu6t of all thofe 
different companies has not been unexception-' 
able, and has accordingly required an a£l of par- 
liament to regulate it; the country, notwithftand- 
ing , has evidently derived great benefit from their 
trade. I havie heard it afTerted , that the trade of 
the city of Glafgow doubled in about fifteen year5 
after the firft ere6iion of the banks there ; and that 
i the trade of Scotland has more than quadrupled 
iince the firft ereflion of the two public banks at 
Edinburgh, of which the one, called The Bank of 
Scotland , was eftablilhed by a<S of parliament in 
1695 ; the other, called The Royal Bank, by royal 
charter in 1727. Whether the trade, either of 
JScotland in general , or of the city of Glafgow in 
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particniar, has really increafed in fo great a pro- 
portion, during fo lliort a period, I do not pretend 
to know. If either of them has increafed in this 
proportion , it feems to be an efFefl too great to 
be accounted for by the fole operation of this 
caufe. That the trade and induftry of Scotland,, 
however, liave increafed very confiderably during: 
this period , and that the banks have contributed 
a good deal to this increafe , CcLnnot be doubted. 1 
The value of the filver money which circu- 
lated in Scotland before the union, in 1707, and 
which , immediately after itj was brought into 
the bank of Scotland in order to be re-^coined , 
amounted to 411,117 /. 10 s. 9 d. fterling. No 
account has been got of the gold coin ; but it 
appears from the ancient accounts of the mint of 
Scotland, that the value of the gold annually coin- 
ed fomewhat exceeded that of the filver. * Th^re 
were a good many people too upon this occafion, 
who, from a diffidence of repayment, did not bring 
their filver into the bank of Scotland: and there 
was , befides , fome EngUfli coin , which was not 
called in. The whole value of the gold and filver, 
therefore, which circulated in Scotland before the 
union,cannot be eftimated at lefs than a million fter- 
ling. It feems to have conftituted almoft the whole 
circulation of that country; forjhhugh the circu- 
lation of the bank of Scotland, which had then no 
rival, was oonfiderable, it feems to have made but 
a very fmall part of the whole. In the prefent times 

'* See Ruddiman's Preface to Anderf(Jn*s DiplomaU, &a, 

Scoti». 
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the whole circulation of Scotland cannot be eftw 
mated at lefs than two millions, of which that part 
which confiftg in gold and filver, moft probably , 
does not amount to haU a million. But though the 
circulating gold and filver of Scotland have fufFered 
fo great a diminution during this period, its real 
riches and profperity do not appear to have fufe 
fered any* Its agriculture, manutafiures, and 
trade, on ^he contrary, the annual produce of its 
land and libor, have evidently been augmented-. 

It is chiefly by difcounting bilU of exchange ^ 
that is ^ by advancing money upon them before 
they are due , that the jgreater part of banles and 
bankers iffue their promiffory notes. They dq-- 
duft always , upon whatever fum they advance , 
the legal intereft till the bill fliall become due. 
The payipentof the bill, when it becomes due , 
replaces to the bank the value of what had been 
advanced , together with a clear profit of the in* 
tereft. The banker who advances to the mer-*- 
chant whofe bill he difcounts, not gold and filver, 
but his own promiffory notes , has the advantage 
pf being able to difcount to a greater amount , 
by the whole value of his promiffory notes, which 
he finds by experience, are commonly in circula- 
tion. He is thereby enabled to make his clear gain 
of intereft on fo much a larger fum, 

The commerce of Scotland, which at prefect 
is not very great , was ftill more inconfiderable 
when the two firft banking companies were eftab* 
liflied ; and thofe companies would have had 
bqt little trade, h^^d they confined their bufinefo 
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,ta the difcountmg of bills of exchange. They in-? 
vented, therefore, another method of iffuing their 
promiflbry notes; by granting, what they called, 
cafli accounts , that is by giving credit to the ex- 
tent of a certain fun^ ( two or three thoufand pounds 
for example) , to any individual who could pro-^^ 
cure two perfons of undoubted credit arid good ' 
landed eftate to become furety for him, that what- 
tKVer money fliould be advanced to him , within 
the fum for which the credit had been given, 
fliould be repaid upon demand, together with the 
legal interelt. Credits of this kind are, I believe, 
commonly granted by banks and bankers in all 
different parts of the world. But the eafy terms , 
upon which the Scotch banking companies accept of 
re-payment are, fo far as I know, peculiar to them , / 
and have, perhaps, been the principal caufe , 
both of the great trade of thofe companies , and of 
the benefit which the country has received from it. 
Whoever has a credit of this kind with one 
of thofe companies, and borrows a. thoufand 
pounds upon it, for example, may repay this 
fum piece-meal, by twenty arid thirty pounds at 
a time, the company difcounting a proportion- 
able part of the intereft of the great fum from 
the day on which each of thofe fmall fums is 
paid in , till the whole be in this mannner repaid. 
All merchants , therefore , and almoft all men of 
bufinefs, find it convenient to keep fuch caih 
accounts with them, and are thereby interefted 
to promote the trade of thofe companies , by 
readily receiving their notes in all |>ayments. 
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and by encouraging all thofe with whom they have 
any influence to do the fame. The banks , when 
their cuftomers apply to them, for money, gene^ 
rally advance it to them in their own promiffory 
notes. Thefe the merchants pay away to the manu- 
fa6\urers tor gobds , the manuta£iurers to the far-^ 
jners for materials and provifions, the farmers to 
their landlords for rent, the landlords repay them 
to the merchants for the conveniencies and luxuries 
with which they fupply them, and the merchants 
agai^ return them to the banks in order to balance 
their cafli accounts , or to replace what they may 
have borrowed of them ; and thus almoft the 
whole money bufinefs of the country is tranfafled 
by means of them. Hence the great trade of thofe 
companies. 

By means of thofe caflb aecounts every mer- 
chant can , without imprudence , carry on a 
greater trade than he otherwife could do. If 
there are two merchants, one in London, and 
the other in Edinburgh, who employ ei^ual flocks 
in the fame branch of trade , the Edinbut-gh 
merchant can , without imprudence , carry on a 
greater trade , and give employment to a greater 
number of people than the London merchant. 
The London merchant muft always keep by him 
a confiderablc fum of money, either in his own 
coffers, or in thofe of his banker, who gives him 
no intereft for it, in order to anfwer the demands 
continually coming upon him for payment of 
the goods which he purchafes upon credit. Let 
th§ Qi^dinary amount of this fum be fuppofqd five 
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hnndred pounds. The value of the goods in 
his warehc*ufe muft always be lefs by five hun- 
^dred pounds than it would have been , had he 
not been obliged to keep fuch a fum unemploy- 
ed. Let us fuppofe that he generally difpofes of 
his whole (lock upon hand , or of goods to the 
vilue of his whole ftock upon hand , once in the 
year. By being obliged to iceep fo greatj a fam 
unemployed , he muft fell in a year five hundred 
pounds worth lefs goods than he might otherwife ' 
have done. His annual profits muft be lefs by 
all that he could have made by the fale of five 
hundred pounds worth more goods ; and the 
number of people employed in preparing his 
goods for the market, muft be lefs by all thofe 
that five hundred pounds more ftock could hare 
employed. The merchant in Edinburgh , on the 
other hand, keeps no money unemployed for 
anfwering fuch occafional demands. When they 
aflually come upon him , he fatisfies them from 
his cafli account with the bank, and gradually 
replaces the fum borrowed with the money or 
paper which comes in from the occafional fales of 
his goods. With the fame ftock , therefore , he 
can, without imprudence, have at all times in 
his warehoofe a larger quantity of goods than the 
London merchant ; and can thereby 'both make 
a greater profit himfelf , and give conftant em- 
ployment to a greater number of induftrious 
people who prepare thofe goods for the market. 
Hence t^ great benefit which the country has 
derived from this trade. 



/ 
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The facility of difcoonting bills of exchange , 
it may be thought indeed , gives the Englifli 
merchants a conveniency equivalent to the cafli 
accounts of the Scotch merchants. But the Scotch 
merchants , it muft be retpembered , can difeount 
their bills of exchange as eafily as the Engltlh mer- 
chants ^ and have; befides, the additional conve- 
niency of their cafih accounts. 

The whole paper mtyiey of every kind which 
caia eafily circulate in any country never can exceed 
the value of the gold and filver, of which it fupplies 
the place ^ or which (the commerce being fuppofe4 
the fame) would circulate there, if there was no. 
paper money. If twenty (hilling notes, for example, 
are the loweft paper money current in Scotland, 
ijie-whole of that currency which can eafily cirr 
culate there cannot exceed the fum of gold and filvef 
which would be neceifary for tranfa ^ing the annual 
«Kchanges of twenty Shillings value and upwards 
llfually tranfafled within that country. Should the 
circulating paper at any time exceed that fnm , as 
tfie excefs could neither be fent abroad nor be 
employed in the circulation of the country , it 
mufl immediately return upon the l^anks to be ex- 
changed for gold and filver. Many people would 
immediately perceive that they had more of this 
paper than was neceifary for tranfa£)ing their 
bufinefs at home , and as they could not fend it 
abroad, they would immediately demand pay- 
ment of it from the banks. When this fuper- 
fluous paper was converted into gold and and filver, 
they CQuld eafily find a ufe for it by fending it 
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abroad; but they could find none while it re* 
mained in the fhape of paper. There would im- 
mediately 9 therefore , be a run upon the banks to 
the whole extent of this fuperfluous paper , and, 
if they fhoWed any difficulty or backwardnefs in 
payment , to a much greater extent ; the alarm , 
which this would occafion , neceifarily ina'ealing 
the run. 

Over and above the expenfes which are common 
to every branch of trade; fuch as expenfe of 
houfe-rent, the wages of fervants, clerks, ac- 
countants , &c. ; the expenfes peculiar to a bank 
confift chiefly in two articles: Firft, in the ex- 
penfe of keeping at all times in its coffers , fot 
anfwering the occafional demands of the holders 
of its notes , a large fum of money , of which 
it lofes the intereft : And , fecondly , in the 
expenfe of repleniihing thofe coffers as faft at 
they are emptied by anfwering fuch occafional 
demands. 

A banking company , which ifTuef more paper 
than can be employed in the circulation of the 
country , and of which the excefs is continually 
returning upon them for payment , ought to in- 
creafe the quantity of gold and filver, which they 
keep at all times in their coffers, not only in 
proportion to this exceffive increafe of their cir- 
culation , but in a much greater proportion ; 
their notes returning upon them much^ faft^r 
than in proportion to the excefs of their quan* 
tity. Such a compafny , therefore , ought to in- 
creafe the firfl article of their expenfe , not only 
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in proportion to this forced increafe of their 
bufinefe, hut in a much greater proportion. 

The coffers of fuch a company too, though 
they ought to be filled much fuller, yet muft . 
empty themfelves much fafter than if their bufi- 
nefs was confined within more reafonable bounds, 
and muft require, not only a more violent, but a 
more conftant and uninterrupted exertion of ex- 
penfe hi order to repleniih them. The coin too, 
which is thus continually drawn in fuch large 
quantities from their coffers, cannot be employed 
in the circulation of the country. It comes in 
place of a paper which is over and above what 
can be employed in that circulation , and is 
therefore over and above what can be employed 
in it too. But as that coin will not be allowed 
to lie idle, it muft, in one ihape or another, 
be fent abroad, in order to find that profitable 
employment which it cannot find at home ; and 
this* continual exportation of gold and filver, by 
enhancing the difficulty, muft neceffarily enhance 
ilill further the expenfe of the bank , in finding 
new gojd and filver in order to replenifli thofe 
coffers, which empty themfelves fo very rapidly. 
Such a company, therefore, muft, in proportion 
to this forced increafe of, their bufinefs, increafe 
the fecond article of their expenfe ftill more than 
the firft. 

Let us fuppofe that all the paper of a partt- 
cular bank , which the circulation of the country 
can eafily abforb and employ, amounts exaftly to 
forty thotifand pounds; and that for anfwering 
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occafional demands , this bank is obliged to k^e p 
at all times in its coffers ten. thoufand pounds in 
gold and filver. Should this bank attempt to cir- 
culate forty-four thoufand pounds, the four thou- 
fand pounds which are over and above what the 
circulation can eafily abforb and employ, will 
return upon it almoft as faft as they are iffued. 
For anfwering occafional demands , therefore » 
this bank ought to keep at all times in its coffers^ 
not eleven thoufand pounds only, but fourteen 
thoufand pounds. It will thus gain nothing by . 
the intereft of the four thoufand pounds' exceffive 
circulation; and it will lofe the* whole expenfe of 
continually coUefling four thoufand pounds in gold 
and filver, which will be continually going out of 
its coffers as faft as they are brought into theig^ 

Had every particular banking compai^y always 
underftood and attended to its own particular in- 
tereft, the circulation never could have been over- 
ftocked with paper money. But every particular 
banking company has not always underftood or 
attended to its ovyn particular intereft, and the 
circulation has frequently been overftocked with 
paper money. 

By iffuing too great a quantity of paper, of 
which the excefs was continually returning, in 
order to be exchanged for gold and filver, the 
bank of England was for muny years together 
obliged to coin gold to the extent of between 
eight hundred thoufand pounds and a million a 
year; or at an average, about eight hundred and 
fifty thoufand pounds^ for this great coinage 



/ 



46 THE NATURE AND CAUSES OF 

the bank ( in confequence of the worn and degraded 
ftate into which the gold coin had fallen a few 
years ago) was frequently obliged to purcbafe 
gold bullion at the high price of four pounds an 
ounce J which it foon after ilTued in coin at 3 /. 
17^. io| c/. an ounce, lofmg in this manner between 
two and a half and three per cent, upon the coin- 
age of fo very large a fum. Though the bank 
• therefore paid no feignorage, though the govern- 
ment was properly at the expenfe of the coinage, 
this liberality of government did not prevent 
altogether the expenfe of the bank< 

The Scotch banks , in confequence of an ex- 
teb of the, fame kind, were all obliged to em- 
ploy tonttaLtitly agents ^t London to cojle^l 
money for them , at an expenfe which was fel- 
dom below one and a half or two per cent 
This money was fent down by the waggon , and 
infured by the carriers at an additional expenfe 
of three quarters per cent, or fifteen fhillings 
on the hundred pounds. Thofe agents were not 
always able to replenifli the coffers of their 
employers' fo faft as they were emptied. In this 
cafe the refource of the banks was , to draw 
upon their correfpondents in Londo.n bills of ex-, 
change to the extent of the fum which they want- 
ed. When thofe correfpondents afterwards drew 
tipon them for the payment of this fum , together 
with the interell and a commiflfion, fome of thoft 
banks, from the diftrefs into which their excef- 
five circulation had thrown them , had fometimes 
Qa other means of fatisfying this draught but by 
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drawing a fecond fet of bills either upon the fame , 
br upon fome other correfpondents in London } 
and the fame fum , or rather bills for the fan)* 
i^m , would in this manner make fometimes more 
than two or three journies; the debtor - bank ^ 
paying always the intereft and commiflion upon 
the whole accumulated fum. Even thofe Scotch 
banks which never diftinguiflied themfelves by 
their extreme irriprudence, were fometimes obliged 
to femploy this ruinous refource. 

The gold coin which was paid out either by 
the tank of England , or by the Scotch banks ^ 
in exchange for that paJrt of their paper which 
was over and above what could be employed in 
the circulation of the country > being likewife 
over and above what could be employed in that 
circulation , was fometimes lent abroad in the 
ihape bf coiA , fometimes melted down and fent 
abroad in the ihape of bullion , and fometimes ^ 
melted down and fold to the bank of England at 
the high price of four pounds an ounce. It was 
the neweil, t;he heavieft, and the beft pieces only \ 

which were carefully picked out of the whole 
coin, and either fent abroad or melted down. 
At home, and while they remained in the ihape 
of coin ,^ thofe heavy pieces were of no inolre 
value than the light : But they were of more 
value abroad, or when melted down into bullion , 
at home. The bank of England , notwithftand- 
ing their great annual coinage, found t^ the'it ._ 
aftoniihment , that there was every year the fame 
fcarcity of coin as there had been the year before ^ 
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and that notwithftanding the great quantity of 
good and- new coin which was every year iffued 
from the bank, the ftate of the coin, inftead of 
glowing better and better , became every yeaf 
worfe and worfe. Every year they found them- 
felves under the neceflity of coining nearly the 
feme quantity of gold as they had coined the year 
l^efore, and from the continual rife in the price of 
gold bullion, in confequence of the continual wear- 
ing and clipping of the coin, the expenfe of this 
great annual coinage became every year greater 
and greater. The bank of England , it is to be 
obferved , by fupplyiog its own coffers with coin, 
is indireflly obliged to fupply the whole kingdom, 
into which coin is continually flowing from thofe 
coffers in a great variety of ways. Whatever 
coin therefore was wanted to fapport this exceflive 
circulation bojh of Scotch and Englifli paper money, ' 
whatever vacuities this excellive circulation occa- 
fioned in the neceffary coin qf the kingdom , the 
bank of England was obliged to fupply them. The 
Scotch banks , no doubt , paid all of them very 
dearly for their own imprudence and inattention. 
But the bank of England paid very dearly, not 
only foi; its own imprudence, but for the much 
greater imprudence ofalmofl all the Scotch banks* 

The over-trading of fome bold projectors in 
both parts ot the united kingdom , was the orii- 
ginal caufe of this exceflive circulation of paper * 
money. 

What a bank can with propriety advance tq 
a merchant or undertaker of any kind ^ is not 

eithei: 
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«ither the whole capital with which he trades ^ or 
even any confiderable part of that capital ; but 
that part of it only , which be would other wife be 
obliged to keep by him unemployed, and in 
ready money for anfwering occafional demands. 
If the paper money which the bank advances 
never exceeds this yalue , it can never exceed the 
value of the gold and filver, which would necef- 
farily circulate in the couptry if there was no 
paper money ; it can never exceed the quantity 
which the circulation of the country can eafily 
abforb and employ. 

When a bank difcounts to a merchant a real 
bill of exchange drawn by a real creditor upon a 
real debtor, and which, as foon as it becomes 
due , is really paid by that debtor ; it only ad- 
vances to him a part of the value which he 
would otherwife be obliged to keep by him un- 
employed and in ready money for anfwering 
occafional demands. The payment of the bill , 
when it becomes due , replaces to the bank the 
value of what it had advanced , together with the 
intereft. The coifers of the bank , fo far as its 
dealings are confined to fuch cuftomers, refemble 
a water pond, from which, though a ftream 
is continually running out, yet another is con- 
tinually running in, fully equal to that which 
runs out 5 fo that , without any further care or 
attention, the pond keeps always equally, or 
very near equally full. Little or no expenfe can 
ever be necefTary for repleniihing the coffers of 
fuch a bank. 

W.ofN, g. . 4t 
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A merchant, without over-trading, may fire* 
quently have occafion for a fum of ready money^ 
even when he has no bills to difcount. When a 
bank , befides difcounting his bills , advances him 
likewife upon fuch occafions , fuch fums upon his 
cafli account, and accepts of a piece-meal repays 
ment as the money comes in from the occaiional 
fale of his goods , upon the eafy terms of the 
banking companies of Scotland ; it difpenfea 
him entirely from the neceliity of keeping any 
part of his ftock by him unemployed and in 
ready money for anfwering occafional demands* 
When fuch demands actually come upon him ^ 
he can anfwer thein fufhciently from his cafli 
account. The bank , however , in dealing with 
fuch cuftomers , ought to obferve with great at- 
tention , whether in the courfe of fome Ihort 
period (of four, five, fix, or eight months, for 
example) the fum of the repayments which it 
commonly receives from them, is, or is not^ 
folly equal to that of the advances which it 
commonly makes to them. If, within the courfe 
of fuch ihort periods , the fum of the repayments 
from certain cuftomers is , upon ihoft occafions ^ 
fhlly equal to that of the advances, it may fafely 
continue to deal with fuch cuftomers. Though 
the ftream which is in this cafe continually run- 
ning out from its coffers may be very large, that 
which is continually running into them muft be 
at leaft equally large; fo that without any further 
care or attention thofe coffers are likely to be 
always equally or very near equally full; and 
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ic^tce ever to require any extraordinary expenfe 
to replenift them. If, on the contrary, the fum 
of thp repayments from certain other cuftom- 
ers falls commonly very much fliort of the 
advances which it makes to them ^ it cannot with 
any lafety continue to deal with fuch cuftomers , 
at leaft if they continue to deal with it in this 
manner. The ftream which is in this cafe con-> 
tinually running out from its coffers is neceflarily 
much larger than that which is continually running 
in; fo that) unlels they are replenifhed by fome 
great and continual effort of expenfe ^ thofecofferi 
tnuft foon be exhaufted ^Itogethen 

The banking companies of Scotland , accords 
Ingly , were for a long time very careful to f e* 
quire frequent and regular repayments from all 
their cuAomers, and did not care to deal with 
any perfon , whatever might be his fortune or 
credit , who did not make , what they called, fre- 
quent and regular operations with them* By 
this attention , befldes faving almoft entirely the 
^extraordinary expenfe of replenifhing their cof* 
fers , they gained two other very coniiderable 
advantageji. 

Firft , by this attention they were enabled to 
make fome tolerable judgment concerning the 
thriving or declining circumAances of their 
debtors, without being obliged to look out for 
any other evidence befides what their own books 
afforded them 5 men being for the mcrfl part 
either regular or irregular in their repayments 
according as their circumftances are eith€;r thriving 
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or declining. A private man who lends ont hit 
money to perhaps half a dozen or a dozen of debtors, 
may , either by himfelf or his agents , obferve and* 
inquire both conftantly and carefully into the con- 
duit and fituation of each of them. But a banking 
company, which lends money to perhaps five . 
hundred different people, and of which the attention 
is continually occupied by objects of a very different 
kind , can have no regular information concerning 
the condufl and circum(\ances of the greater part of 
its debtors beyond what its own books afford it. 
In requiring frequent and regular repayments from 
all. their cuftomers, the banking companies of 
Scotland had probably this advantage in view. 

Secondly, by this attention they fecured 
themfelves from the poffibility of iffuing more 
paper money than what the circulation of the 
country could eafily abforb and employ. When 
they obferved , that within moderate periods of 
time the repayments of a particular cuftomer 
were upon moft occasions fully equal to the ad- 
vances which they had made to him , they might 
be alTured that the paper money which they had 
advanced to him , had not at any time exceeded 
the quantity of gold and filver which he would 
otherwife have been obliged to keep by him for - 
anfwering occafional demands; and that, con- 
fequently, the paper money; which thfy had 
circulated by his means , had not at any time 
exceeded the quantity of gold and filver which 
^ would have circulated in th# country, had there 
teen no paper ihoney. The frequency, regulari ty 
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and amount of his repaynients wonld fufficiently 
demonftrate that theamountof their advances had 
at no time exceeded that part of his capital which 
he would otherwife have been obliged to keep by 
him unemployed and in ready money foranfwering 
occafional demands; that is, for the pyrpofe of 
keeping the reft of his capital in conftant employ- 
ment. It is this part of his capital only which, 
within moderate periods of time, is continually 
returning to every dealer in the fhape, of money, 
whether paper or coin, atid continually going from 
him in the fame lliape,* If the advances of the bank 
had commonly exceeded this part of his capital, 
the ordinary amount of his repayments could not, 
within moderate periods of time, have equalled 
the ordinary amount of its advances- The 
ftream which , by means of his dealings , was con- 
tinually running into the coffers of the bank , 
could not have been equal to the ftream which, 
by means of the fan^^ dealings, was continually 
running out. The advances of the bank paper, 
by exceeding the quantity of gold and filver 
which, had there been no fuch adv^uipes, he 
would have been obliged to keep by Jiim for 
anfwering occafional demands , might foon come 
to exceed the whole quantity of gpl4i and .filver 
which (the commerce being fuppofed) the fame) 
would have circulated i^Hitfee country had. there 
been no paj>er money; and confaqiwentlyji.o ex- 
ceed the quantity which the circulation of the 
country could eafily absfprh^nd employ;. and the 
excels of this paper moRey. wouW imtwdiatelK 
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have retnrncd updn the bank in order to be ex-i 
changed for gold and filver. This fecond advan* 
tage, though equally real , was not perhaps (b well 
tinderjflood by all the different banking companies 
of Scotland as the ftrft. 

When, partly by the conveniency of difcounting 
bills 9 and partly by that of ca(h accounts, the 
creditable traders of any country can be difpenfed 
from theneceflity of keeping any part of their dock 
by them unemployed and in ready money for 
anfwering occaiional demands , they can reafonably 
expe£l no farther alliftance from banks and bankers, 
who, when they have gone thus fer, cannot, 
cotiiijflently with their own intereft and fefety , go 
farther. A bank cannot, confiftently with its own 
intereft , advance to a trader the whole or even the 
•greater part of the circulating capital with which 
he trades; becatife, though that capital is^ominually 
returning to him in the fliape of money , and going 
from him in the fame fliape, yet the whole of the 
returns is too diftant from the whole of the out-^ 
goings , and the fum of his repayments could not 
equal the fum of its advances within fuch mo- 
derate p^ribds of timd as fuit the conveniency of 
a bank. Sill lefs could a bank aiford to ad- 
vance htm any confiderable part of his fi^ed 
capital ; of the capital which the undertaker of 
an iron forge, for example, employs in ere^ling 
his forge and fmelting-houfe, his work- houfes 
arid warehoufen , the dWellinfg-houfes of his work* 
men J &c.j of the capital which the undertaker 
of MmineempMys in finking his ibafcs, in erefUng 
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engines for drawing out the water, in making roads 
and waggon -ways, Sec; of the capital which the 
perfon who undertakes to improve land employs 
in clearing, draining, enclofing, ptanuring and 
ploughing wafte and uncultivated fields, in building 
farm-houfes , with all their neceffary appendages 
iDf {tables, granaries, &c. The returns of the fixed 
capital are in almofl all eafes much flower than 
thofe of th^ circulating capital: and fueh expenfes, 
even when laid out with the greateft prudence and 
judgment, very feldom return to the undertaker 
till after a period of many years, a period by far 
too dillant to fuit the convepiency of a. bank. 
Traders and other undertakers m^y, no doubt, 
with great propriety, carry on a very confiderable 
part of their projefU with borrowed money. In 
juftice to their creditors, however, their own 
capital ought, in this cafe, tobefufficienttoenfure, 
if I may fay fo, the capital of thpfe creditors; or 
to render it extremely improbable that thofe credi- 
tors fliould incur any lofc, even though the fqc- 
cefs of the proje^ ihould fall very much fhort of 
the expe£lation of the proje£lors. Even with 
this precaution too , the money which is bor- 
rowed , and which it is meant ihould not be re- 
paid till after a period of feveral years ^ ought not 
to be borrowed of a bank, but ought to be bor- 
Towed upon bond or mprtg^ige , of fuch private 
people as propofe to live upoii^ th^ intereft of 
their money, without taking the trouble them- 
felves to employ the capital j and who are «pon 
that account willing t9 Iwd. thi^t «pi^al to Xucli 
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people of good credit as are likely to keep it for 
feveral years. A bank, indeed, which lends its 
money without the expenfe of ftampt paper , or 
of attornies/ fees for drawing bonds and nwrt- 
gages, and which accepts of repayment upon the 
eafy terms of the banking companies of Scotland , 
wonld, no doubt, be a very convenient creditor 
to fuch traders and undertakers. ' But fuch traders 
and undertakers would, furely, be moft incon- 
venient debtors to fuch a bank. 

It is now more than five-and-twenty years fince 
the paper money iffued by the different banking 
companies of Scotland was fully equal , or rather 
wa» fomewhat more than fully equal , to what the 
circulation of the country could eafily abforb and 
employ. Thofe companies , therefore , had fo long 
ago given all the affiftance t6 the traders and other 
undertakers of Scotland which it is polTible for 
banks and bankers , confiftently with their own 
intereft, to give. They had even done fomewhat 
more. They had overtraded a little , and had 
brought upon themfelvcs that lofs, or at leaft that 
■diminution of profit, which in this particular bufineft 
never fails to attend the fmalleft degree of over- 
trading. Thofe traders and other undertakers, having 
got fo much affiftance from banks and bankers, 
wiilied to get ftill more. The banks, they feem to 
have thought , could extend their credits to what- 
ever fum might be wanted, without incurring 
any other expenfe befides that of a few reams of 
paper* They complained of the contracted views 
an4 'ds^ftardly fpirit of the dirediors of thofe 
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fcanks, which did not, they faid, extend their 
credits in proportion to the extenfion erf the trade 
of the country; meaning, no doubt, by the 
extenfion of that trade the extenfion of their 
own projefls beyond what they could carry on , 
either with their own capital , or with what they 
had credit to borrow of private people in the 
ufual way of bond or mortgage. The banks, they 
feem to have thought, were in honor bound to 
fupply the deficiency, and to provide them with 
all the capital which they wanted to trade with. 
The banks , however, were of a different opinion, 
and upon their refufing to extend their credits, 
fome of thofe traders had recourfe to an expedient 
which , for a time , ferved their purpofe , though 
at a much greater expenfe , yet as effeftually as 
the utmoft extenfion of bank credits could have 
done. This expedient was no other than the 
well*known fliift of drawing and re-drawing; the 
fhift to which unfortunate traders have fonietimes 
recourfe when they are upon the brink of bank- 
ruptcy. The praflice of raifing money in this 
manner had been long known in England , and 
during the courfe of the late war, when the high 
profits of trade afforded a great temptation to 
over-trading, is faid to have been carried on to 
a very great extent. From England it was brought 
iiito Scotland , where , in proportion to the very 
limited commerce, and to the very moderate 
capital of the country, it was foon carried on to 
a much greater extent than it ever had been in 
England* 
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The praflice of drawing and re- drawing is 
(b well known to all men of bnfinefs , that it 
may perhaps be thought unneceffary to give an 
account of it. But as this book may come into 
the hands of many people who are not men of 
bufinefs , and as the effefls of this praiiice upon 
the>banking trade are not perhaps generally under- 
Aotod even by men of bufinefs themfelves , I 
ihall endeavour to explain it as diftin£tty as I 
can. 

, The cuftoms of merchants , which were eftab- 
liihed when the barbarous laws of Europe did 
not enforce the performance of their contra£U , 
and which during the courfe of the two laft 
centuries have been adopted in the laws of all 
JKuropean nations , have given fuch extraordinary 
privileges to bills of exchange , that money is 
more readily advanced upbn them, than upon 
.any other fpecies of obligation; efpecially \Yhen 
they are made payable within fo ihort a period 
as two or three months after their date. If, when 
the bill becomes due, the accepter does. not pay 
it as foon as it is prefented, he becomes from 
that moment a bankrupt The bill is protefted , 
and returns upon the drawer , who , if he does not 
immediately pay it, becomes likewife a bankrupt. 
If, before it came to the perfon who prefents it 
to the siccepter for payment , it had paffed through 
the hands of feveral other perfons , who had 
fuccelliyely advanced to one another the contents 
of it either in money or goods, and who to 
exprefs that each of them had in his turn r^ceiv^d 
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thofe contents ^ had all of them in their order 
endorfed, that it, written their names upon the 
back of the bill; each endorfer becomes in his turn 
liable to the owner of the bill for thofe contents , 
and, if he fails to pay, he becomes too from that 
moment a bankrupt. Though the drawer, accepter, 
and endorfers of the bill fhould , all of them , bo 
perfons of doubtful credit; yet ftill the fliortnefi 
of the date gives fome fecurity to the owner of the 
bill. Though all of them may be very likely to 
become bankrupts; it is a chance if they all become 
fo in fo fhort a time, The houfe is crazy, fays a 
weary traveller to himfelf , and will not (land very 
long; but it is a chance if it falls to-night, and I 
will venture, therefore, to fieep in it to-night. 

The trader A in Edinburgh, we (hall fuppofe, 
draws a bill upon B in London, payable two 
months after date. In reality B in London owes 
nothing to A in Edinburgh ; but he agrees to 
accept of A*s bill , upon condition that before 
the term of payment he Ihall redraw upon A in 
Edinburgh for the fame fum, together with the 
intereft and a commiflion , another bill , payable 
likewife two months after date. B accordingly , 
before the expiration of the firft two months, 
r^raws this bill upon A in Edinburgh ; who 
again , before the expiration of the fecond two 
months , draws a fecond bill upon B in London , 
payable likewife two months after dat? ; and before 
th^ expiration of the third two months , B in 
London re-draws upon V\ in Edinburgh another 
bin, payable alfo two months after date, TWsi 
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praftice has fometimes gone on, not only for 
(bveral months, but for leveral years together, the 
bill always returning upon A in Edinburgh,, with 
the accumulated inrtereft and commiffion of all the 
former bills. The intereft was five per cent, in the 
year, and the commiffion was never lefs than one 
half per cent, on each draught. This commiffion 
being repeated more than fix times in the year, 

• whatever money A might raife by this expedient 
muft neceffarily have coft him fomething more 
than eight per cent, in the year, and fometimes a 
great deal more ; when either the price of the 
commiffion happened to rife , or when he was 
obliged to pay compound interefl upon the in- - 
tereft and commiffion of former bills. This prac- 

, tice was called raifing money by circulation. 

In a country where the ordinary profits of 

flock in the greater part of mercantile proje<3s are 

. fuppofed to run between fix and ten per cent., it 

^mufl have been a very fortunate fpeculation of 

which the returns could not only repay the 

enormous expenfe at which the money was thus 

• borrowed for carrying it on; but afford , befides, 
, a good furplus profit to the projector. Many valt 
. and extenfive projefls , however , were under* 

taken, and for feveral years carried on without any 

other fund to fupport them befides what was 
, raifed at this enormous expenfe. The projectors, 

no doubt, had in their golden dreams the mofl 
, diftindt vifion of this great profit. Uppn their 

avvaking, however, either at the lend of their pro- 
: jewels , or when they were no longer able to carry 
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them on, they very feldom, I believe, had the 
good fortune to find it*. 

The bills which 'A in Edinburgh drew upon B 
in London, he regularly difcounted two month* 
before they were due with fome bank or banker 
in Edinburgh ; and the bills which B in London 
re-drew upon A in Edinburgh, he as 'regularly 
difcounted either with the bank of England , or 
with fome othet bankers in London. Whatever 
was advanced upon fuch circulating bills, was, in 
Edinburgh , advanced in the paper of the Scotch 
banks, and in London, when they were difcounted 
at the bank of England , in the paper of that bank. 
Though the bills upon which this paper had been 
advanced , were all of them repaid in their turns as 

* The method defcribed in the telct was by no means cither 
the mdil common or the m6ft expenfive one in which thofe 
adventurers fometimes raifed money by circulation. It frequently 
happened that A in Edinburgh would enable B in London to pay 
the firft bill of exchange by drawing, a few days before it became 
due, a fecond bill at three months date upon the fame B iti 
London. This bill, being payable to his own order, A fold in 
Edinburgh at par ; and with its contents purchafed bills upon 
London payable at fight to the order of B , to whom he fent 
them by the poft. Towards the end of the late war, the exchange 
between Ed'inburgh* and London was frequently three pfer cent, 
ag^nft Edinburgh , and thofe bills at fight muft frequently have coft 
A that premium. This tranfaftion therefore being repeated at leaft 
four times in the year , and being loaded with a commifiion of at leaft 
one half percent, upon each repetition , muft at that period have coft 
A at leaft fburteen per cent, in the year. At other times A would 
enable B to difcharge the firft bill of exchange by drawing, a few 
days be£ore it became due, a fecoxid bill at two months date 5 not 
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foon as they bccapfiedue; yetthe value which had 
been really advanced upon the firft bill, was never 
really returned to the banks which advanced itj 
becaufe , before each bill became due , anothef 
bill was always drawn to fomewhat a greater 
amount than the bill which was foon to be paid; 
and the difcounting of this other bill , was effen- 
tially neceflary towards the payment of that which 
was foon to be due. This payment , therefore ^ 
was altogether fiflitious. Theftream, which, by 
means of thofe circulating bills of exchange, had 
once been made to run out from the coffers of the 
banks , was never replaced by any ftfeam which 
really run into them. 

upon B, but upon fome third perfoii« C, for example, in London* 
This other bill was made payable to the order of B , who , npoii 
its being accepted by C, difcounted it with fome banker ill 
London 9 and A enabled C to difcharge it by drawings a feir 
days before it became due a third bill, likewife at two months 
date« fometimes upon his firft correfpondent B, jmd fometimes 
upon fome fourth or fifth perfon, D or £ , for elcample. Thil 
third bill was made payable to the order of C $ who ^ as foon 
^s it was accepted, difcounted it in the iame manner with 
fome banker in London. Such operations being repeated at 
kafl fix times in the year, and being loaded with a oommiffion 
of at leaft one-half per cent, upon each repetition , together 
with the legal intereft of five per cent, this method of railing 
inoney, in the lame manner as diat defbribed in the text, muft 
have coft A fomething more than eight per cent By favingi 
however, the exchange between Edinburgh and London, it 
was lefs expenfive than that mentioned in the foregoing part 
of this note; but then it rehired an eftablished credit with 
snore houfes than one in London, an advantage which many of 
thefe adventurers could not always find it eafy to procure. 
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The paper which was iflued upon thofe circulat- 
ing bills of exchange ) amounted, upon many 
occaiions , to the whol6 fund deftined for carrying 
on fome vaft and extenfive proje6i of agriculture, 
commerce, or manufaflures; and not merely to 
that part of it which , had there been no paper 
money, the projedor would have been obliged to 
keep by him , unemployed and in ready money 
for anfwering occafional demands. The greater part 
of this paper was , confequently , over and abov.e 
the value of the gold and filver which would have 
circulated in the country, had there been no paper 
money. It was over and above , therefore , what 
the circulation of the coumry could eafily^abforb 
and employ, and upon that account, immediately 
returned upon the banks in order to be exchanged 
for gold and filver , which they were to find aa 
they could. Itwas a capital which thofe projeflors; 
had very artfully contrived to draw from thofe 
banks, not; only without their knowledge or 
deliberate confent , but for fome time , perhaps , 
without their having the moft diftarit fufpicioa 
that they had really advanced it. 

When two people, who are continually drawiug 
and re-drawing upon one another, difcount their 
bills always with the fame banker, he muft 
immediately difcover what they are about , and 
fee clearly that they are trading, not with any 
capital of their own, but wi^ the capital which 
he advances to them. But this difcovery is not 
altogether fo eafy when they difcount their bills 
fometimes with one banker, and fometimes with 
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another ^ and when the fame two perfons do not 
conftantly draw and re-draw upon one another , 
but occafionally run the round of a great circle of 
projedors^ who find it for their intereft to aflift 
one another in this method of railing money , and 
to render it, upon that account, as difficult as 
poffible to diflinguiih between a real and a ficti- 
tious bill of exchange j between a bill drawn by a 
real creditor upon a real debtor, and a bill for 
which there was properly no real creditor but the 
bank which difcounted it; nor any real debtor but 
the projeflor who made ufe of the money. When a 
banker had even made this difcovery, he might 
fomettmes make it too late , and might find that he 
had already difcounted the bills of thofe projectors 
tofo great an extent, that, by refufing to difcount 
any more, he would neceffarily make them all 
bankrupts, and thus, by ruining them, might per- 
haps ruin himfelf. For his own intereft and fafety , 
therefore , he might find it neceffary , in this v^y 
perilous fituation, to go on for fome time, 
endeavouring, however, to withdraw gradually, 
and upon that account making every day greater 
and greater difficulties about difcounting , in order 
to force thofe projectors by degrees to have re- 
courfe, either to other bankers, or to other methods 
of raifing money ; fo as that he himfelf might , 
as foon as poffible, get out of\he circle. Th« 
difficulties, accordingly, which the bank of Eng- 
land, which the principal bankers in London, 
and which even the more prudent Scotch banks 
began, after a certain time, and when all of them 

had 
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i>:ad already gone too far, to make about dif- 
counting 9 not only alarmed , but enraged in the 
highefl degree thofe projedlors. Their own 
diiireft , of which this prudent and necelfary re« 
ftrve of the banks was , no doubt , the immediate 
occafion , they called the diflrefs of the country ; 
and this diftre& of the country, they faid, was 
altogether owing to the ignorance , pufiUanimity, 
and bad condu£^ of the banks, which did not 
give a fufficiently liberal aid to the Ipirited un- 
dertakings of thofe who exerted themfelves in 
order to beautify , improve , and enrich the coun- 
try. It was the duty of the banks , they feemed 
to think , to lend for as long a time , and to as 
great an extent as they might wiih to borrow. 
The banks , however , by refufing in this manner 
to give more credit to thofe , to whom they had 
already given a great deal too much , took the only 
method by which it was now poflible to fave either 
their own credi t, or the public credit of the coantry* 
In the midft of this clamor and diflre{s, a 
new bank was eftabliihed in Scodand for the 
exprels purpofe of relieving the difirefs of the 
country. The defign was generous; but the 
execution was imprudent, and the nature and 
caufes of the diftrels which it meant to relieve^ 
were not, perhaps, well underftood. This bank 
was more liberal than any other had ever been^ 
bath in granting cafli accounts, and in difcount- 
ing bills of exchange. With regard to the latter^ 
it feenu to have made fcar^ any diftindion be« 
tween real and circulating bills, but to bart 
W. 9f N. ^. 5 
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difcoonted all equally. It was the avowed princi^ 
pie of this bank to advance, upon any reafon- 
able fecurity ^ the whole capital which was to b0 
employed in thofe improvements of which the 
returns are the mo/l flow and diftant , fuch as the 
improvements of land^ To promote fuch im- 
provements was even (aid to be the chief of the 
public fpirited purpofes fo;* which it was infti-» 
tuted. By its 'liberality in granting cafli ac« 
counts , and in difcounting bills of exchange , it^ 
no doubt, iffued great quantities of its bank 
notes. But thofe bank notes being, the greatel^ 
part of them , over and above what the circular 
tion of the country could eafily abforb and em^ 
ploy, returned upon it, in order to be exchanged 
for gold and filver , as fail as they were ifTued. Its 
coffer^ were never well filled. The capital which 
had been fubfcribed to this hittik at two different 
fubfcriptions , amounted to one hundred and fixty 
thoufand pounds , of which eighty per cent, only 
was paid up* This fum ought to have been paid 
in at feveral different inflalments. A great part of 
the proprietors , wlien they paid in their firft inflal-' 
mtot, opened a caifa account with the bank ; and the 
dirc£k)rs , thinking themfelves obliged to treat their 
own proprietors with thefame liberality with which 
they treated all other men , allowed many of themi 
{o borrow upon this cafli account what they paid in 
upon -all their fubfequent inftalments^ Such pay-^ 
pienti, therefore, only put into one coffer , what 
had the moihent before been taken out of another^ 
Bat^adtbecogcrs of^his bank been filled ever fo 
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Wfetl , its excefflve circulation mtaft have emptied 
tbem fatter than they could have been replenilhed by 
SUiy other expedient but the ruinous one of draw- 
ing lipoii London, and when the bill became 
due , paying it , together with intereft and com- 
iniflion, by another draught upon the fame place. 
its coffers having been filled fo very ill j it is faid 
t6 have been driven to this refource within a very 
few months after it began to do bufmefs. The 
tftates of the proprietors of this bank were worth 
ieveral millions , dnd by their fubfcription to the 
original bond or contrail of the bank , were really 
pledged for anfwering ill its engagements. By means 
of the great credit which fo great a pledge neoef- 
iarily gatve it $ it iVas ^ notwithttanding its too libe-^ 
ial conduit , enabled to carry oil bufinefs for rhore 
than two years; When it was obliged to flop , it 
had ill the circulation about two hundred thoufand 
Jiouhds in bank ndteSi In order to fupport the cir- 
tuladon of thofe notes ^ which Were continually 
feturning Upon it as faft as they were iffued , it had 
been cOniiantly in the prailice of drawing bills of 
fexchatige upOn London ^ of \Vhich the number 
and valu6 were continually increaiing , atild, when 
it ftopt^ anloUnted to upwards of fix hundred 
thoufand pounds. This bank^ therefore^ had^ 
in little more thail the courfe of two years y ad- 
Iranced to differfcrit pfeople Upwards of eight 
hundred thoufaiid {)oUnds at five, pejrw.centx 
Upon the tvi^o hundred thoufand po^unds ik^hich 
it circulated in bank iiotes, this five pe^ ce/ir^ 
toight perhaps^ be (onfuikr^ as cltuir ^ain; 
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without any other deda£iton befides the expenfe 
of management. But upon upwards of fix hundred 
thoufand pounds j for which it was continually 
drawing bills of exchange upon London , it was 
paying, in the way of intereft ^nd commiflion, 
upwards of eight per cent. , and was confequently 
h>fing more than three per cent, upon more than 
three-fourths of all its dealings. 

The operations of this bank feem to have pro* 
duced effeAs quite oppofite to thofe which were 
intended by the particular perfons who planned 
and dire^ed it. They feem to have intended to 
fupport the fpirited undertakings, for as fuch 
thi^y confidered them ^ which were at that time 
carrying on in different parts of the country; 
and at the fame time, by drawing the whole 
banking bufmefs to themfelves, to fnpplant all 
the other Scotch banks ; particularly thofe eflab* 
liflied at Edinburgh , whoife backwardnefs in 
difcounting bills of exchange had given fome 
offence. This bank , no doubt , gave fome tem- 
porary relief io thofe projectors, and enabled 
them to carry on their projeAs for about two 
years longer than they could otherwife haye done. 
But it thereby only enabled them to get fo much 
deeper into debt , fo that when ruin came , it fell 
fo much the heavier both upon them and upon 
their creditors. The operations of this bank, 
therefore , inftead of relieving , in reality aggra- 
vated in the long-run the diftrelii which thofe 
pTo]e&oT$ had brought both upon themfelves 
and upon their coiuitry. It would have been 
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much better for themfelves , their creditors and 
their country , had the greater part of them been 
obliged to flop two years fooner than they 
actually did. The tempoi'ary relief, however, 
which this bank afforded to thofe projectors, 
proved a real and permanent relief to the other 
Scotch banks. All the dealers in circulating bills 
of exchange, which thofe other banks had become 
fo backward in difcounting, had recourfe to this 
new bank , where they were received with open 
arms. Thofe other banks , therefore , were ena« 
bled to get very eafily out of that fatal circle, from 
which they could not otherwife have difengaged 
themfelves without incurring a confiderable lofs^ 
and perhaps too, even fome degree of difcredit. 

In the long-run , therefore , the operations of 
this bank increafed the real diftrefs of the coun- 
try which it meant to relieve; and effeAually re- 
lieved from a very great diftrefs thofe rivals whom 
it meant to fupplant. 

At the firft fetting out of this bank, it was 
the opinion of fome people , that how faft foever 
its coffers might be emptied, it might eafily 
repleniih them by raifing money upon the fecuri- 
ties of thofe to whom it had advanced its paper. 
Experience , I believe , foon convinced them' that 
this method of raifing money was by much too 
flow to anfwer their putpcke ; and that coffers 
which ori^nally were fo ill filled, and which 
emptied themfelves fo very faft, could be re- 
plenifhed by no other expedient but the ruinous 
one of drawing bills upon London , and wheii 
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they became due » ps^ying them by other draught 
upon the fame place with accumulated iiiterei^ 
and commiflion. But though they had beei| 
able by this method to raife money ^ fall af 
they wanted it ; yet inftead of making a profit, 
they mull have fuffered a loft by every fuch oper 
^tion; fo that in the Ipng-run they mull have 
mined themfeives as a mercantile qooipany, 
though y perhaps 9 not fo footi as by the mor^ 
expenfive prance of dn^wing and re-dr2^\ving. 
They could ftill have made nothing by the in? 
tereft of th^ paper , which , being pver and above 
what the circulatipfi of the country could abforb 
^d employ, returned upon them , in order to be 
lexehapged for gold and filver, as fall as they 
ilTued.it, and for the payment of which they 
were^ themfelves continually obliged to borrow 
jxipney. On the contrary^ the whole expenfe of 
tl^is borrowing, of employing agents to look out 
for people who had money to lend , of negotiating 
with thofe people , and of drawing the proper 
bond or alTigntnent, mull have fallen upon them| 
and have been fo much clear lofs upon the* bar 
lance of their accpunts, The-projefl of repleiiilh-f 
. ing their coffers in this ftianrrer may be compared 
to that of a man who had a water-pond froni 
which a llream was epntinually running out, and 
into which no llream was continually running, 
but who propofed to keep it always equally fuH 
by employing a number of people to go contir 
dually with buckets to a. well at fome-imles dift- 
jfipe ;^n ocd^i: ttt br&ig wjltef. t6. replenilh it. 



' THE WEALTH OF NATfONS. 71 

Bat though this operation had proved , not 
only practicable, but profitable to the bank as a 
mercantile company , yet the country could have 
derived no benefit from it; but, on the con- 
trary , mull have fuffiertd a^ very confiderable lofs 
by it. This operation could not augment in the 
fmalleft degree the quantity of money to be lent. 
It could only have erected this bank into a fort 
of general loan office fbr the whole country, 
Thofe who wanted to borrow , muft hav^ applied 
to this bank, inftead of applying to the private 
perfons who had lent it their money^ ' But a 
bmk whkh lends nioney, perhaps, to fiver hundred 
different people, the greater part of whom its 
directors can know very little about, is not likely 
to be more judicious in the choice of its debtors, 
^an a private perfon who lends out his money 
among a few people whom he knows, and in 
whofe fober and frugal condu£i he thinks he has 
good reafon to confide. The debtors of fuch a 
bank, as that whofe condud I have been givinj; 
fome account of, were likely the greater part of 
them, to be chimerical projeCiors, the drawers 
and re-drawers of circulating bills of exchange, ivho 
would employ the money in extravagant undertak- 
ings, which, ^with all the afliflance that could be 
given them , they would'prbbably nevi^ be able to 
complete, and which, if th^fihould be completed, 
wouldneverrepaythee^cpenfewhichtheyhadreally 
eoft, would never afford a fund capable oftriaintain- 
mg a quantity of labor equal to that which had been 
employed about theni. The fober and frugal debtors 
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t>f private perfons , on the contrary , would be 
more likely to employ the money borrowed in fober 
undertakings which were proportioned to their 
capitals , and which , thoagh they might have left 
of the grand and t^e marvellous ^ would have more 
of the folid and' the profitable , which would repay 
with a large profit whatever had been laid out 
upon them , and which would thus afford a fund 
capable of maintaining a much greater quantity of 
labor than that which had been employed about 
thenu The fucceb of this operation , therefore , 
without increafing in the jGtnatleil degree the capt- 
tal of the country , would only have transferred a 
great part of it from prudent and profitable , to 
imprudent and unprofitable undertakings. 

That the induftry of Scotland languiihed for 
want of money to employ it, was the opinion of 
the famous Mr. Law. By eftablifliing a bank of 
a particular kind , which he feems to have ima- 
gined : might ilfue paper to the amount of the 
whole value of all the lands in the country , he 
propofed to remedy this want of money. The 
parliament of Scotland , when he firft propofed 
his proje^l, did not think proper to adopt it. It 
was afterwards adopted, with fome variations^ 
by the duke of Orleans , it tha.t time regent of 
France. T^he idea of the pofiibility of multi* 
plying paper money. to almofl any extent , was 
the real foundation of what is called the Mif« 
fiiippi fcheme , the nx>ft extravagant pro]e£i 
both of banking and ftocki- jobbing that, per- 
haps^ the world ever faw, The different 
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operations of this fcheme are explained fo fully, 
fo clearly , and with fo much order and dtftinftneii^ 
by Mr. Du Vemey y in his Examination of the 
Political Reflections upon Commerce and Financei 
of Mr. Du Tot , that I fhall not give any account of 
them. The principles upon which it was founded 
are explained by Mr. Law himfelf , in a difcouri^B 
concerning money and trade , which he publiflied 
in Scotland when he firft propofed his proje£i. The 
fplendid ^ but viiionary ideas which are fet forth in 
that and fome other works upon the fame principles, 
iiill continue to make an impreflion upon many 
people, and have 9 perhaps, in part, contributed 
to that excefs of banking, which has of late been 
complaimedof bothin Scotland and in other places* 

The bank of England is the greatellbankof cir« 
eolation in Europe. It was incorporated , in pur* 
fuance of an a£l of parliament , by a chartor under 
the great feal , dat^ the 27 th of July, 1694. It at 
that time advanced to government the fum of one 
million two hundred thouland pounds, for an 
annuity of one hundred thouland pounds; or for 
96,000 /. a year intereft , at the rate of eight pet 
cent, and 4,000 /. a year for the expenfe of manage- 
ment The credit of dieneiy government, eftabliihed 
by the Revolution, we rhay believe, muft have 
been very low , when it was obliged to borrow at 
fo high an intereft. 

In 1697 the baiik was allowed to enlarge its 
capital flock by an ingraftment of 1,001,171 /. 10^. 
lu whole capital ftock, therefore amounted at this 
time to Q,t2oi, 171 /• 10 s. This ingraftment is j&tid to 
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have been for the fapport of public credit. In 
1696, tallies had been at forty, and fifty, and fixty 
per cent difcount, and bank notes at twenty per 
cent.* During the great recoinage of the filver, 
which was going on at this time , the bank had 
thought proper to difcontinue the payment of its 
notes, which neceffarily occafioned their difcredit 

In purfuance of the 7th Anne, c. vii. the bank 
advanced and paid into the exchequer , the fum of 
400,000 /. ; making in all the fum of 1,600,000 h 
which it had advanced upon its original annuity 
of 96,000 /. intereft and 4,000 /. for expenfe of 
management. In 1708, therefore, the credit of 
government was as good as that of private j>erfons, 
lince it could borrow at fix per cent, intereft, the 
common legal and market rate of thofe times. Ir^ 
purfuance of the feme a£l, the bank cancelled ex- 
chequer bills to the amount of 1 ,7 7 5,oq jl.ijs. io|rf. 
at fix per cent, intereft , and was at the fame time 
allowed to take in fubfcriptions for doubling its 
capital. In 1708, therefore, the capital of 
the bank amounted to 4,4o<2,343 /. ; and it 
had advanced to government the fum of 
5,375,0-27 I. ij s. io|rf. 

By a call of fifteen per cent, in 1709, there 
was paid in and inade fiock 656,204 /. ^ ^* 9 ^'i 
and by another of ten per cent, in 171Q, 
501,448 l. la s. 11 d. In confequence of thofe 
two calls , therefore , the bank capital amounted 
to 5,559^995 /. 14 s.%d. 

^ James Foftleth^c<s Ififtory pf the fulilic Eeve<itte» 

^ge SOI. 
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In purfaance of the 3d Gcqrge I. c. 8. the 
baqk delivered up two millions of exchequer bills 
tQ be cancelled. It had at this time , therefore , 
advanced to government 5,375,027 /. 17 s. iq rf. 
In purfuance of the 8th George I. c. qi. the 
bank purchafed of the South Sea Company , ftock 
to the ampunt of 4,000,000 /.; and in 17^2, in 
confequence of the fubfcriptions which it had 
taken in {qr enabling it to make this purchafe, 
its. capital flock was increafed by 3,400,000 /, 
At this tinie , therefore, the bank had advanced tq 
the public 9,375',Qa7 /. 17 s. lo^d.; and its capi- 
tal ftock anriounted only to 8,95g,gg5 /. 14 s. 8 d. 
It was upon this occafion that the fum which 
tht bank had advanced to the public , and for 
which it received intereft , began firft to exceed 
its capital ftock, or the fum for which it paid 1^ 
dividend to the proprietors of bank ftock, or, in 
other words , that the bank began to have an unr 
divided capital , over and above its divided pne. 
It has continued to have an undivided capital of 
the fame kind ever fince. In 1746, the bank 
bad, upon different occafiqns, advanced tq the 
public ii,686,8oq /. and its divided capital had 
been raifed by different calls and fubfcriptions tQ 
10,780,000 /. The ftate pf thofe two fums has con- 
tinued to be the fam^ ever fince. In purft^ance of 
the 4th qf Geqrge III. c 95. the hjank agreed tq 
pay to government for the renewal of its cliarter 
UQ^opo/. without intereft or repaymfent* This fum, 
therefore , did not incr^afe either of thoJe tw^ 
ether fums. 
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The dividend of the bank has varied accord-* 
ing to the variations in the rate of the intereft 
which it hdM , at diiCerent timet , received for the 
money it had advanced to the public, as well as 
according to other circumflances. This rate of 
intereft has gradually been reduced from eight 
to three per cent. For fome years paft the 
bank dividend has been at five and a half per 
tent. 

The ftability of the bank of England is equal 
to that of the Britifh government. All that it has 
advanced to the public muft be loft before its 
creditors can fuftain any lofs. No other bank- 
ing company in England can be eftablifhed by 
a^ of parliament ) or can confiftof more than fix 
members. It a£ls , not only as an ordinary bank, 
but as a great engine of fiate. It receives and 
pays the greater part of the annuities which are 
due to the creditors of the public « it circulates 
exchequer bills , and it advances to government 
the annual amount of the land and malt taxes , 
which are frequently not paid up till fome years 
thereafter. In thofe different operations, its duty 
to the public may fometimes have obliged it, 
without any fault of its directors , to overftock the 
circulation with* paper money. It likewife dif- 
counts merchants bills , and has , upon feveral dif- 
ferent occafions , fupported the tredit of the prin« 
cipal houfes , not only of England , but of Ham« 
burgh and Hollan^^. Upon one occafion, in 1763, 
it is faid to have advanced for this ptirpofe , in 
one week , about i,6oO|Ooo /. ; a great part of it 
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in bullion. I do not, however, pretend to wor^ 
rant either the greatnefs of the fum, or the fiiort* 
neft of the time. Upon other occafions, this great 
company has been reduced to the neceflity of 
paying in fixpences. 

It is not by augmenting the capital of the 
country , but by rendering a greater part of that 
capital active and productive than would other* 
wife be fo, that the moft judicious operations of 
banking can increafe the induflry of the country. 
That part of his capital which a dealer is 
obliged to keep by him unemployed, and in 
ready money for anfwering occaiional demands, 
is fo much dead ftock , which , fo long as it re* 
mains in this fituation , produces nothing either 
to him or to his country. The judicious. opera* 
tiojis of banking enable him to convert this dead 
ftock into adive and produ<^ive ftock ; into ma- 
terials to work upon , into tools to work with , 
and into provilions and fubfiAence to work for ; 
into ftock which produces fomething both to 
himfelf and to his country. The gold and filver 
money which circulates in any country , and by 
means of which the produce of its land and la* 
bor is annually circulated and diftributed to 
the proper confqmers , is , in the lame manner as 
the ready money of the dealer , all dead ftock. 
It is a very valuable part of the capital of the 
country , which produces nothing to the country. 
The judicious operations of banking, by fubfti- 
tnting paper in the room of a great part of this 
gold and filTiffj enables the country to coaveirt a 
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great part of this dead ftock into aflive ind prd^ 
dudive flock; into ftock which produces fome^ 
thing to the couUktty. The gold and (ilver mo^ 
tiey which circulates in any countty may very 
properly be compared to a highway , which ^ 
while it circulates and carries to market all the 
grals and corn of the country , produces itfelf not 
a fmgle pile of eithet. The judicious operations 
of banking , by providing j if 1 may be allowed 
to violent a metaphor^ a fort of ivaggoli-way 
through the air ; eiiable the country to Convert 
as it were j a great part of its highways into good 
paftures and corh-fields » and thereby to increafe' 
Very confiderably the anniial produce of its land 
and labor. The commerce aiid induftry of thef 
Country j however ^ it muft be acknowledged ^ 
though they may be fomewhat augitieiited , c^n^ 
not be altogether fo fecdre ^ when they are thus ^ 
as it were y fufpended upon the Daedalian wings 
of paper money , as when they travel about upoii 
the folid ground of gold and fihrer. Over and 
above the accidents to which they are expofed 
from the un&ilfulnefs of the conductors of this 
paper money , they are liable to fev^ral others ^ 
from \vhich tio prudence or ikill of thofe conw 
duClprs can guard them. 

An unfuccefeful war, for example, in which 
the enemy got poffeflion of the capital , and con* 
fequently of that treafi^re which fuppotted the 
credit of the paper money , would occafion i 
much greater confufion in a country where thtf 
ivbolc circulation was carried on by paper ^ thai^ 
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in one whcl^ the greater part of it was carried on 
by gold and filver. The nfual inftrument of 
commerce having loft its value ^ no exchanges 
could be made but either by barter or upon cre« 
dit. All taxes having been ufually paid iii 
paper money , the prince would not have where- 
withal either to pay his troops , or to tumifli hit 
magazines $ and the ftate of the country would 
be much more irretrievable than if the greater 
part of its circulation had confifted in gold and 
filver. A prince, anxious to itiaintain his domi** 
tiions at all times in the ftate in which he tan 
' inoft eafily defend them ^ ought , upon this ac* 
count , to guard , not only againft that excefiivt 
multiplication of paper money which tuinf thd 
very banks which iflue it ; but eVen againft thlt 
multipiicatioii of it, which enables them to fill 
tiie greater part of the circulation of the country 
with it* 

The circulation of every country may be cOli* 
fidered as divided into two differelit brandies j 
the circulation of the dealers with one another ^ 
and the circulation between the dealers and the 
tonfumers. Though the fame pieces of money ^ 
Vfhether paper or metal , tnay be employed fome* 
times in the on(s circulation and fometimes in th« 
other ) yet as both are conftantly going on at the 
fame time , each requires a certain ftock of mo* 
liey of one kind or another, to carry it on. The 
Value of the goods circulated between the differ* 
ent dealer, never can exceed the value of thofe 
drculated between the dealers and the confumers} 
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vhiatever is bought by the dealers , being 
ultimately deftined to be fold to the confumeif. 
The circulation between the dealers , as it is car^ 
ried on by wholefale , requires generally a pretty 
large fum for every particular tranfadion. That 
between the dealers and the confumers , on the 
contrary , at it is generally carried on by retail, 
frequently requires but very fmall ones, a {hil« 
ling, or even a halfpenny , being often fufficient. 
But fmall fums circulate much fafier than large 
ones. A (hilling changes mailers more fre» 
quently than a guinea, and a halfpenny more 
frequently than a ihilling. Though the annual 
purchafes of all the confumers , therefore, are at 
leaft equal in value to thofe of all the dealers , 
they can generally be tranla£led with a much 
fmaller quantity of money ; the fame pieces , by 
a more rapid circulation, ferving as the inftru- 
ment of many more purchafes of the one kind 
than of the other. 

Paper money may be fo regulated , as either 
to confine itfelf very much to the circulation be* 
tween the different dealers, or to extend itfelf 
likewiCe to a great part of that between the deal- 
ers and the confumen. Where no bank notes 
are circulated under ten pounds value, as in 
Ixmdon , paper money confines itfelf very much 
to the circulation between the dealers. When a 
ten pound bank note comes into the hands of a 
i^onfumer , he is generally obliged to change it at 
the firll ihop wher^ he has occafion to purcbafe 
five Aillings worth of goods p fo that it often 

retuims 
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iffetorns into the hands of a dealer, before the con- 
fumer h^s fpetit the fortieth part of the money. 
Whei'e bank notes are ifTued for fo fmall fums as 
twenty fhillings, as in Scotland, paper money 
extends itfelf to a coVifiderable part of the circula- 
tion between dealers and con {bmers. Before the aft 
6f parliament^ which put a flop to the circulation of 
ten and five Ihilling notes , it filled a flill greater part 
of that cii-culation. Iti the currencies of North Ame- 
rica, paper was coinmonly ifTued for fo fmallaftim 
as a fliilling, and filled almoft the whole df that 
circulation. In fome paper currencies of Ydrkihire, 
it was iffued even for fo fmall a fum as fixpence. 

Where the ifluing of bank notes for fuch very 
fmall fumi is allowed and commonly pra6lifed , 
inany mean people are both enabled and encouraged 
to become bankers. A perfon whofe promifTory 
iiote for five pounds , or even for twenty fhillings, 
Would berejefted by eVery body, will get it to be 
deceived without fcrt pie when it is iffued for fo fmall 
a fum as a fixpence. But the frequent bankruptcies 
to which fuch beggarly bankers muft be liable , may 
occafioh a very confidferable inconveniency, aiid 
fometimes even a very great Calamity to nq|any poor 
people who had received their notes in payment* 

It were better, perhaps, that no bank noteg 
were iffued in any part of the kingdom forafmal- 
ler fum than five pounds. Paper money would 
then, probably, confine itfelf, in every part of 
the kingdom , to the circulation between the dif- 
ferent dealers , as much as it does at prefenc in 
London, where no bank notes are iffued under ten 
fV. of N. 2, 6- 
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pounds valae; five poundi being, in molt part* 
of the kingdom, a fum which, though it will 
purchafe, perhaps, little more than half the quan- 
tity of goods , is as much confidered , and is as 
feldom fpent all at once, as ten pounds areamidft 
the profufe expenfe of London. 

Where paper money , it is to be obferved , i* 
pretty much confined to the circulation between 
dealers and dealers, as at London, there is always 
plenty of gold and filver. Where it extends itfelf 
to a conliderable part of the circulation between 
dealers and confumers , as in Scotland , and Aill 
more in North America, it banifhes gold and filver 
almoft entirely from the country ; almofl all the 
ordinary tranfa£iions of its interior commerce be- 
ing thus carried on by ^per. The fuppreflion of 
ten and five fliilling bank notes, fomewhat reliev- 
ed the fcarcity of gold and filver in Scodand ; 
and thefuppreffion of twenty fhilling notes, would 
probably relieve it ftill more. Thofe metals are faid 
to have become more abundant in America , tince 
the fuppreflion of fome of their paper currencies. 
They are faid, likeWife,. to have been more 
abundant before the inftitution of thofe currencies. 
Though paper money fhould be pretty much 
confined to the circulation between dealers and 
dealers, yet banks and bankers might flill be able to 
give nearly the fame afliftance to the indufUy and 
commerce of the country , as they ha,d dpne when 
paper money filled almoft the whole circulation- 
The ready money which a dealer is obliged to 
keep by him , for anfwering occafional demands^ 
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n deftined altogether for the circulation betweeii 

himfelfand other dealers, of whom he buys goods* 

He has no occafion to keep any by him for the 

circulation between himfelf and the confumers, 

who are his cuftomers , and who bring ready 

money to him , inftead of taking any from him* 

Though no paper money , therefore was allowed 

to be iffued , but for fuch fums as would confine 

it pretty much to the circulation between dealers 

and dealers 5 yet , partly by difcounting real bills 

of exchange, and partly by lending upon, cafli 

accounts , banks and bankers might ftill be able 

to relieve the greater part of thofe dealers from 

the neceflity of keeping any confiderable part of 

their ftock by them , unemployed and in ready 

money, for anfwering occafional demands. They 

might ftill be able to give the utmoft afliftance 

which banks and bankers can, with propriety, 

give to traders of every kind* 

To reftrain private people , it may be faid ^ 
from receiving in payment the promiffory notes 
of a banker, for any fum whether, great or fmall, 
when they themfelves are willing 10 receive them ; 
or , to reftrain a banker from ilTuing fuch notes , 
when all his neighbours are willing to accept of 
them, is a manifeft violation of that natural liberty 
which it is the proper bufinefs of law , not to 
infringe , but to fupport. Such regulations may, 
no doubt , be confidered as in fome refped a vio- 
lation of natural liberty. But thofe exertions of 
the natural liberty of a few individuals, which 
might endanger the C^curity of the whole fociety. 
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are , and ought to be , reftrained by the laws of 
all governments ; of the moft free , as well as of 
the moft defpotical. The obligation of building 
party walls , in order to prevent the communication 
of hre is a violation of natural liberty , exactly of 
the fame kind with the regulations of the banking 
trade which are here propofed. 

A paper money confifting in bank notes , ifftied 
by people of undoubted credit, payable upon de- 
mand without any condition, and in fa£i always 
readily paid as foon as prefented , is , in every 
refpefl, equal in value to gold and filver money; 
fince gold and filver money can at arty time be had 
for it. Whatever is either bought or fold for 
fuch paper, mutt necefTarily be bought or fold as 
cheap as it could have been for gold and filver. 

The increafe of paper money , it has been faid, 
by augmenting the quantity, and confequently 
diminifliing the value of the whole currency, 
lieceffarily augments the money price of commo- 
dities. But as the quantity of gold and filver, 
which is taken from the currency , is always equal 
to the quantity of paper which is added to it, 
paper money does not necelfarily increafe the quan- 
tity of the whole currency. From the beginning 
of the laft century to the prefent time , provifions 
never were cheaper in Scotland than in 1759, 
though , from the circulation of ten and five (hil- 
ling bank notes, there was then more paper money 
in the couptry than at prefent. The proportion 
between the price of provifions in Scotland and 
that in England , is the fame now as before tht 
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great multiplicsition of banking companies in 
Scotland. Corn is upon moft occafions fully at 
cheap in England as in France ; though there is a 
great deal of paper money in England, and fcarce 
any in Francej In- 1751 and in 175q , when 
Mr. Hume publiflied his Political Difcourfes, and 
foon after the great multiplication of paper money 
in Scotland, th^e was a very fenfible rife in th^ 
price of provifions, owing, probably, to the bad-^ 
nefs of the feafons , and not to the multiplication 
of paper money. 

It would be otherwife, indeed, with a paper 
moijey confiding in promiffory notes^ of which 
the immediate payment depended , in any refpea ,' 
cither upon the good will of thofe who iffued 
thein ; or upon a condition which the holder of 
the notes might not always have* it in his power 
to fulfil ; or of which the payment was not exigible 
till after a. certain nunrxber of years, and which in 
the mean time bore no intereft. Such a paper 
money would , no doubt , fall more or lefs below 
the value of gold and filver, according as the 
difficulty or uncertainty of obtaining immediate 
payment was fuppofed to he greater or lefs; or 
according tq the greater or lefs dif^ance of time 
at which payment was exigible. 

Some years ago the different banking companies 
of Scotland were in the pra^ice of inferting into 
their bank notes, what they called an Optional 
Claufe 5 by which th^y promifed payment to the 
bearer , either as foon as the note Ihould be pre- 
fented, or, i(i the option of the dire^ojs, fix 
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months after fuch prefentment, together with the 
legal intereft for the faid fik months. The 
directors of fome of thofe banks fometirhes took 
advantage of this optional claufe, and fometimea 
threatened thofe who demanded gold and filver 
in exchange for a confiderable number of their 
notes, that they would take advantage of it, un- 
lefs fuch demanders would content themfelvef with 
a part of what they demanded. The promiffory 
notes of thofe banking companies conftituted at 
that time the far greater part of the currency of 
/Scotland , which this uncertainty of payment 
neceffarily degraded below the valtie of gold and 
filver money. During the continuance of this abufe 
(which prevailed chiefly in 1762, 1763, and 1764), 
while the exchange between London and Carlifle 
was at par^ that between London and Dumfries 
would fometimes be four per cent, againfl Dum- 
fries , though this town is not thirty miles diftant 
from Carlifle. But at Carlifle , bills were paid in 
gold and filver; whereas at Dumfries they were 
paid in Scotch bank notes, and the uncertainty of 
getting thofe bank notes exchanged for gold and 
filver coin had thus degraded them four per cent, 
below the value of that coin. The fame afl of 
parliament which fuppreffed ten and five (hilling 
bank notes , fopprefled likewife this optional claufe, 
and thereby reftored the exchange betweisn Eng- 
land and Scotland to its natural rate , or to what 
the courfe of trade and remittances might happen 
to make it, 

In the paper currencies of Yorkfliire, the 
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payment of fo fmall a fam as fixpence fometime* 
depended upon the condition that the holder of 
the note fliould bring the change of a guinea to 
the perfon who iflued it; a condition, which the 
holders of fuch notes might frequently find it very 
difficult to fulfil , and which muft have degraded 
this currency below the value of gold and filver 
money. Ana6lofparliament, accordingly, declared 
all fuch claufes unlivVful ' and fuppreffed , in th« 
fame manner as in Scotland, all promiffory notes, 
payable to the bearer , under twenty fliillings v^lue. 
The paper currencies of North America confifted 
not in bank notes payable to the bearer on de- 
mand, but in a government paper, of which 
the payment was not' exigible till feverctl yeari 
after it was iffued: And- though the colony go- 
vernments paid no interefl to the holders of this 
paper , they declared it to be , and in faft rendered 
it, a legal tender of payment for the full value 
for which it was iffued. But allowing the 'colony 
fecurity to be perfectly good , a hundred pounds 
payable fifteen years hence^ for example , iuj a 
country where interefl is at fix per-cent. is worth 
little more \:han forty pounds ready money. To 
oblige a creditor, therefore, to accept of this at 
full payment for a debt of a hundred pounds 
aflually paid down in ready money, was an aft 
of fuch violent injuflice, as has fcarce, perhaps, 
been attempted by tire government of any other 
country which pretended to be free. It bears the 
evident rnarlcs of having originally been , what 
the honefl and downright Doftor Douglas alTures 
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U8 it was , a fcheme of fraudulent debtors to ches^t 
their creditors. The government of Pennfylvania, 
Jndeed , pretended , upon their firft emiflion of 
.paper money, in 1729, to render their paper of 
equal value with gold and filvf r , by enafling 
penalties againft all thofe who inade any difference 
I in the price of their goods when they fold them for 
a colony paper, and when they fold them for 
gold and filver; a regulation equally tyrannical, 
but much lefs effe(Sual than that which it was 
meant to fupport. A pofttive law may render ^ 
fliilling a legal tender for a guinea; becaufe it 
may direfl the courts of juftice to difcharge th« 
cl^btor who has made that tender. But no politive 
law can obltge a perfon who fells goods , and who 
is at liberty to fell or not to fell, as he pleafes, 
to accept of a ihilling as equivalent to a guinea 
in the price of jhem. Notwithftanding any regu- 
lation^ of this kind, it appeared by the courfe of 
exchange with Great Britaiq , that b, hundred 
pounds fterling was occafionally cpniidered as 
equivalent , in fome of the colonies , to a hundred 
^nd , thirty pounds , and in others to fo great a 
fum as eleven hundred pounds currency; this difr 
. ference in the value arifxng from the difference in 
\ ^he quantity of paper emitted in the different 
! fjolqujes, and in the diftance and probahHity of 
iheterip ofi\s final difcharge and redemption. 

No law, therefore, co^ld be more equitable 
than the aft of parliament , fo unjyftly complaine4 
§f in th^ pqlonies , which declared that no paper 
^Urren^^y \Q k? ^mm^ there in tirpe coming, 
fliQald he 5 legal tender of payment 
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Pennfylvania was always more moderate in its 
emiffions of paper money than any other of oui 
colonies. Its paper currency accordingly is faid 
never to have funk below the value of the gold 
jind filver which was current in the colony before 
the firft emiffion of its paper money. Before that 
emiffion , the colony had raifed the denomination 
of its coin , and had , by a<S of affembly , ordered 
five fliillings fterling to pafs in the colony for fix 
and three-pence , and afterwards for fix and eight«i 
pence. A pound colony currency , therefore , even 
when that currency was gold and filver , was 
more than thirty per cent, below the value of a 
pound fterling, 4nd when that currency was turned 
into paper, it wasfeldom much more than thirty • 
per cent, below that value. The pretence for 
raifing the denomination of the coin, was to 
prevent the exportation of gold and filver, by 
making equal quantities of thofe metals pafs for 
greater fums in the colony than they did in the * 
mother count^J^ It was found, however, that 
the price of all goods from the mother country 
rofe exaflly in proportion as they raifed the deno- 
mination of their coin , fo that their gold and filver 
were exported as faft as ever. 

The paper of each colony being received in the 
payment of the provincial taxes , for the full value 
for which it had been iffued , it neccfTarily derived < 
from this ufe fome additional value, ^ver and j 
above wjiat it would have had, from the real 
or fuppofed diftance of the term of its final 
^jfchai^e and Redemption. This additional value 
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wa« jrreater or lefs , according as the quantity of 
paper iffued was more or left above what could 
be employed in the payment of the taxes of the 
particular colony which iflaed it. It was in all 
the colonies very much above what could be 
employed in this manner. 

A prince, who fhould ena(\ that a certain 
proportion of his taxes fhould be paid in a paper 
money of a certain kind, might thereby give a 
certain value to this paper money ; even though 
the term of its final difcharge and redemption 
fhould depend altogether upon the will of the 
prince. If the bank which iflued this paper 
was careful to keep the quantity^ of it always 
,fomewhat below what could eafily be employed 
in this manner, the demand for it might bri fuch 
as to njake it even bear a premium , or fell for 
fomewhat more in the market than the quantity 
of gold or filver currency for which it was iffued. 
Some people account in this manner for what is 
called the Agio of the bank of Amfterdam , or 
for the fuperiority of bank money over current 
money ; though this bank money, as they pretend, 
cannot be taken out of the bank at the will of 
the owner. The greater part of foreign bills of 
•xchange muft be paid in bank money , that is, 
by a transfer in the books of the bank; and the 
direflors of the bank, they alledge, are careful to 
keep tho whole quantity of bank money always 
below what this ufe occafions a demand for. It 
is npon this account, they fay, that bank money 
fells for a premium ^ or bears an ^io of four 6t 
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five per cent, above the fame nominal fum oC 
the gold and filver currency of the country. 
This account of the bank of Amfterdam , however^ 
it will appear hereafter, is in a great meafure 
chimerical. 

A paper currency which falls below the value 
of gold and filver coin , does not thereby fink 
the value of thofe metals, or occafion equal 
quantities of them to exchange for a fmaller 
quantity of goods of any other kind. The pro- 
portion between the value of gold and lilver and 
that of goods of any other kind , depends in all 
cafes, not upon the nature or quantity of any 
particular paper money, which may be current 
in any particular country, but upon the richnefii 
or poverty of the mines, which happen at any 
particular time to fupply the great market of the 
commercial world with thofe metals. It de{>ends 
upon the proportion between the quantity of labor 
which is neceflary in order to bring a certijin 
quantity of gold and filver to market , and that 
which is necefTary in order to bring thither a 
certain quantity of any other fort of goods. 

If bankers are reftrained from iffuing any cir* 
culating bank notes, or notes payable to the 
bearer , forlefs than a certain fum j and if they are 
fnbjefled to the obligation of an immediate and 
unconditional payment of fuch bank notes as foon 
as prefented , their trade may , with fafety to the 
public , be rendered in all other refpefls perfeflly 
free. The late multiplication of banking companies 

in both parts of the united kingdom % an event 
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by which many people have been much alarmed, 
infiead of diminifhing , increafes the fecurity of tht 
public. It obliges all of them to be more circomr 
fpe£l in their conduA , and , by not extending 
their. currency beyond its due proportion to their 
ca(h , to guard th^mfelves againft thofe malicious 
runs , which the rlvaliliip of fo many competitors 
is always ready to bring upon them. It reftrains 
the circulation af each particular company within 
a narrower circle, and reduces their circulating 
notes to a fmaller number. By dividing the 
whole circulation into a greater number of parts, 
the failure of any one company , an accident 
which , iQ the courfe of things , muft fometimes 
happen, becomes of le(3 confequence to the public. 
This free competition too obliges all bankers to bo 
more liberal in their dealings with their cuftomers, 
left their rivals {hould carry them away. In general, 
if any branch of trade , or any divifion of labor, 
be advantageous to the public, the freer and 
more genera^ the <:ompetition , it will always b* 
ihp morf fg. 
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CHAP. III. 

Of the Accumulation of Capital ^ of of produSiivt 

and unproduSlive Labor. 



T 



HERE is one fort of labor which adds to 
the value of the fubjefl upon which it is beftowed: 
there is another iVhich has np fuch efFeil. The 
former, as it produce* a value, may be tilted 
produflive; the latter^ tinprddtiflive ♦ labor. 
Thus the labor of a manufacturer adds , generally,i 
to the value of the materials which he works 
upoil , that of his own maintenance ^ and of his 
mafter's profit The labor of a menial fervant^ 
on the contrary , adds to the value of nothing. 
Though themanufa£iurer.ha8 his wages a'civanced 
to himJ^yhis matter, he, in reality, colls hin% 
no expenfe, the value of thofe wages being 
generally reftored , together with a profit , in the^ 
improved value of the fubjeft upon which hia 
labor is beftoweda But the maintenance of a 
menial fervant never is reftored. A man grows 
rich by employing a multitude of manufaiiurers: 
he grows poor, by maintaining a multitude of 
tnenial fervants. The labor of the latter, howeter, 
has its value, and deferves its rewards as well as 
that of the former. But the labor of the manu- 
fafltirer fixes and realizes itfelf in fome particular 

* Some French authors of great learning and ingemiity have 
dfed thofe words in a different fenfe. In che laft chapter o£ 
the foiirth book^ I shall endeavour to shoW that their fenfe 'i^ 
vx improper oAc. 
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fubjeA or vendible commodity^ which lads for 
fome time at leail after that labor is paft. It is i 
as it \yere , a certain quantity of labor flocked 
and llored up to be employed , if neceilary , upon 
fome other occalion. That fubjed, or what is 
the fame thing, the price of that fubje^i, can 
afterwards , if neceflary , put into motion a 
quantity of labor equal to that which had ori- 
ginally produced it. The labor of the menial 
fervant , on the contrary , does not fix or realize 
itfelf in any particular fubjed or vendible com- 
modity. His fervicei generally perifli in the very 
inftant of their performance , andfeldom leave any 
trace or value behind them , for which aji equal 
quantity of fervice could afterwards be procured. 
The labor of fome of the mofl refpeftable 
orden in the fociety is, like that of menial fer- 
Vants, unproduftive of any value, and does not 
fix or realize itfelf in any permanent fubjefl , or 
vendible commodity , which endures after that 
labor is paft , and for which an equal quantity 
of labor could afterwards be procured. The 
fovereign , for example , with all the officers both 
of juftice and war who ferve under him, the 
whole army and navy, are unproduflive laborers. 
They ate the fervants of the public , and are 
maintained by a part of the annual produce of 
the induftry of other people. This fervice , how 
honorable, howufeful, or how necelTary foever , 
produces nothing for which an equal quantity 
of fervice can afterwards bo procured. The pro- 
"{edion^ fecurity, ahd defence of the c6mmoixwealth, 
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fte efFeft of their labor this year , will noc 
purchafe its proteiiion, fecurity, and defencd 
for the year to come. In the fame clafs mull be 
ranked, fome both of the graved and moft im- 
portant , and fome of the moft frivoious pro- 
feffions: churchmen, lawyers, phylicians, men of 
letters of all kinds; players, buffoons, muficians^ 
opera - fingers , opera - dancers , &c. The labor 
of the meaneft of thefe has a certain value, regj- 
lated by the very fame principles which regulate 
that of every other fort of labor; and that of 
the nobleft and moft ufeful, produces nothing 
which could afterwards purchafe or procure an 
equal quantity of labor. Like the declamatioa 
of the aflor, the harangue of the orator , or the 
tune of the mufician , the work of all of them 
perilhes in the very inftant of its produ6lion* 

Both produdive and unproductive laborers^ 
and thofe who do not labor at all, are aU 
equally maintained by the annual produce of the 
land and labor of the country. This produce, 
how great foever , can never be infinite , but muft 
have certain limits. According , therefore , as a 
fmaller or greater proportion of it is in any one 
year employed in maintaining unprodu6live hands, 
the more in the one cafe and the lefs in the other 
will remain for the produilive , and the next year s 
produce will be greater or fmaller accordingly; 
the whole annual produce, if we except the 
fpontaneous produ<Sior\s Vf tlie earth, being th<? 
cffe^i of produftive labor. -.^ 

Though . the whole annual produce of the 
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Imd and labor of every country, is, no doubt ^ 
tdrimately deftined for fupplying the confump- 
tion of its inhabitants^ and for procuring a re- 
venue to them; yet wheil it firft comes eithei? 
fr3m the ground , or from the hands of the pro- 
dnflive laborers, it naturally divides itfelf into 
two parts. One of them, and frequently the 
laigeft, is, in the firft place, deftined for replacing 
a capital , or for renewing the provifions , mate- 
rials, and hniflied work, which had been with- 
drawn from a capital ; the other for conftituting 
a revenue either to the owner of this capital, as 
the profit of his ftock; or to fonie other perfoit, 
as the rent of his land. Thus , of the produce of 
land, one part replaces the capital of the farmer ; 
the other pays his profit and the rent of the land- 
lord; and thus conftitutes a revenue both to the 
owner of this capital , as the profit of his ftock ; 
and to fome other perfon , as the rent of his land. 
Of the produce of a great manufaflory , irt the 
(amemanneri one part, and that always the largeft, 
Replaces the capital of the undertaker of the Wotk ; 
the other pays his profit, and thus conftitutes a 
revenue to the owner of this capital. 

That part of the annual produce of the land 
and labor of any country which replaces a capi- 
tal, never is immediately employed to maintain 
any but produflive hands. It pays the wages pf 
produflive labor only. That which is immedi- 
ately deftined for conftituting a revenue either as 
profit or as rent , may maintain indifferently eithet 
produtSUve dt unprodu£live hands. 

. Whatever 
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W^hatever part of his flock a man employs as 
». capital , he always expeds it to be replaced to 
him with a profit. He employs it, therefore, in 
maintaining produ6)ive hands only ; and after 
having ferved in the funflion of a capital to him , 
it conftitutes a revenue to them. Whenever he 
employs any part of it in maintaining unproduc- 
tive hands of any kind , that part is , from that 
moment, withdrawn from his capital, and placed 
in his ftocK referved for immediate' confumption. 

Unprodudive laborers , and thofe who do 
Jiot labor at all , are all maintained by revenue ; 
either, firft, by that part of the annpal produce 
which is originally deftined tor conftituting a re- 
venue to fome particular perfons, either as the 
rent of land or as the profits of flock ; or , fe- 
condly , by that part which, though originally 
deflined for replacing a capital and for maintaining 
produflive laborers only, yet when it comes 
into their hands , whatever part of it is over and 
above their necefTary fubfiflence , may be employ- 
ed in miaintaining indifferently either produflive 
or unprodu6live hands. Thus , not only the 
great landlord or the rich merchant, but even 
the common workman, if his wages are confider- 
able, may maintain a menial fervant; or he may 
fometimes go to a play] or a puppet-fhow , andfo 
contribute his fhare towaVds maintaining one fet 
of unproduflive laborers ; or he may pay fome 
taxes , and thus, help to maintain another fet 
more honorable and ufeful, indeed, but equally 
onproduiSlive. No part of the annual produce ^ 
W. o/N. i. I 
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however , which had been originally deftined to 
replace a capital, is ever dire^ied towards main« 
taining unproductive hands , till after it has pot 
into motion its full complement of productive 
labor, or all .^hat it could put into motion in the 
way in which it was employed. The workman 
muft have earned his wages by work done , before 
he can employ any part of them in this manner. 
That part too is geijerally but a fmall one. It 
is his fpare revenue only , of which productive 
laborers have feldom a great deal. They gene- 
rally have fome, however; and in the payment 
of taxes the greamefs of their number may com- 
penfate, in fomemeafure, the fmallnefs of their 
contribution. The rent of land and the profits 
of Hock are every-where , therefore , the princi- 
pal fources from which unproductive hand^ de« 
rive their fubfiftence. Thefe are the two forts of 
revenue of which the owners have generally moll 
to fpare. They might both maintain indiffer-i 
ently either productive or unproductive hands. 
They feem , however , to, have fome predileCtion 
for the latter. The expenfe of a great lord feeds 
generally more idle than tnduftrious people. The 
rich merchant, though with his capital he main- 
tains induftribus people only, yet by his expenfe , 
that is, by the employment of his revenue, he 
feeds commonly the very fame fort as the great 
lord. 

The proportion, therefore, between the pro- 
ductive and unproductive hands , depends very 
much in every country upon the proportion 
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between that part of the annual produce, which , 
as foon as it comet either from the ground or from 
the hands of the produ<^ive laborers , is deftined 
for repladng a capital , and that which is deflined 
for conftituting a revenney either as rent, or as 
profit. This proportion is very different in rich 
from what it is in poor countries. 

Thus, atprefent, in the opulent countries of 
Europe , a very large , frequently ihe largefl por- 
tion of the produce of the land , is dellined for 
replacing the capital of the rich and independent 
farmery the other for paying his profits, and the 
rent of the landlord. But ^anciently , during the 
prevalency of the feudal government, a very fmall 
portion of the produce was fufficient to replace 
the capital employed in cultivation. It confided 
commouly in a few wretched cattle, maintained 
altogether by the fpontaneous produce of uncul- 
tivated land, and which might, therefore, be 
confidered a& a part of that fpontaneous prod uce« 
It generally too belonged to the landlord, and 
was by him advanced to the occupiers of the 
land. All the refl of the produce properly be- 
longed to him too, either as rent for his land , or 
as profit upon this paltry capital. The occu- 
/piers of land were generally bondmen, whofe 
perfoits and effefts were equally his property. 
Thofe who were not bondmen were tenants at 
will , awl though the rent which they paid was 
often nominally little more than a quit - rent , it 
really amounted to the whole prpduce of the 
land. Xheir lord cppld at all time;^, command 
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their labor in peace, and their fcrvicc in wan 
Though they lived at a diftance from his houfe , 
' they were equally dependent upon him as his 
retainers who lived in it. But the whole pro- 
duce of the land undoubtedly belongs to him ^ 
who can difpofe of the labor and fervice of all 
thofe whom it maintains. In the prefent Hate of 
Europe , the Ihare of the landlord feldom exceeds 
a third , fometimes not a fourth part of the whole 
produce of the land. The rent of land , how- 
ever, in all the improved parts of the country , 
has been tripled and quadrupled fince thofe an- 
. cient times ; and this third or fourth part of the 
annual produce is, it feems, three or four times 
greater than the whole had been before. In the 
progrefs of improvement, rent, though it in- 
creafes in proportion to the extent, diminifhes in 
proportion to the produce of the land. 

In the opulent countries of Europe, great ca- 
capitals are at prefent employed in trade and ma- 
nufadures. In the ancient ftate , the little trade 
that was ftirring, and the few homely and coarfe 
manufaflures that were carried on, required but 
very fmall capitals. Thefe, however, mull have 
yielded very large profits. The rate of intereft 
was no-where lefs than ten per cent, and their 
profits muft have been fufficient to afford this 
great interefl. At prefent the rate of interefl , 
in the improved parts of Europe, is no-where 
higher than fix per cent, and in fome of the mod 
improved it is fo low as four, three, and two per 
cent. Though that part of the revenue of the 
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inhabitants which is derived from the profits of 
ftock is always mnch greater in rich than in poor 
countries, it is becanfe the (lock is mnch greater : 
in proportion to the ftock the profits are generally 
much lefs. 

That part of the annual produce, therefore, 
which , as foon as it cOmes either from the ground, 
or from the hands of the productive laborers , 
is deftined for replacing a capital, is not only 
much greater in rich than in poor countries, but 
bears a much greater proportion to that which is 
immediately deltined for conflituting a revenue 
cither as rent or as profit. The funds deftined for 
the maintenance of productive labor , are not 
only much greater in the former than in the lat- 
ter, but bear a rnuch greater proportion to thofe 
which 9 though they may be employed to main- 
tain cither productive or unproductive hands, 
have generally a predileCtion for the Utter. 

The proportion between thofe different funds 
necefTarily determines in every country the ge- 
neral character of the inhabitants as to induftry 
or idleuefs. We are more induftrious than our 
forefathers , becaufe in the prefent times the 
funds deftined for the maintcjnance of indnflry , 
are much greater in proportion to thofe which 
are likely to be employed in the maintenance qf 
idlcnefs, than they were two or three centuries 
ago. Our anceftprs were idle for want of a fuffi- 
cient encouragement to induftry. It is better , 
ays the proverb , to play fox nothing , than to 
w ork for nothing. In mercantile and manufacturing 
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towns, where the inferior ranks of people art 
chiefly maintained by the employment of ca. 
pital , they are in general tntltiftriotis, fober, and 
thriving; as in many Englifli, and in moft Dutch 
towns. In thofe towns which are principally 
fupported by the conftant or occafional refidence 
of a conrt, and fai which the inferior ranks of 
people are chiefly maintained by the fpending of 
revenue , they are in general idle , diifblute , and 
poor; as at Rome, Verfailles, Compiegne, and 
Fontainebleau. If you ejccept Rouen and Bour- 
deaux , there is little trade or induftry in any of 
the jKirliament towns of France; and theinferiot 
ranks of people , being chiefly maintained ^y the 
expenfe of the members of the courts of juftice, 
and of thofe who come to plead before them, are 
in general idle and poor. The great trade of 
Rouen and Bourdeaux feems to be altogether thfe 
eflFefl of their fituation. Rouen is neceifarily 
the entrepot of almoft all the goods which arc 
tjrought either from foreign countries , or firom 
the maritime provinces of France , for the coi> 
fumption of the great city of Paris. Bourdeaux 
is in the fame manner the entrepdt of the winei 
which grow upon the banks of the Garonne, and 
of the rivers which run into it, one of the richeft 
wine countries in the world , ' and which feems to 
produce the wine fitteft for exportation , or beft 
fuited to the tafte of foreign nations. SxnAi 
advantageous fituations neceflkrily attra£l a greaft 
Capital by the great employment which thfey 
'Afford it J and the employment of this capital 



THE WEALTH OF NATIONS. ia3 

k the caufe of the induftry of tfaofe two cities. 
In the other parliament towns of France; very 
little more capital feems to be employed than 
what is neceffary for fupplying their own con- 
fumption; that is, little more than the fmalleft 
capital which can be employed in them. The 
fame thing may be (aid of Paris ^ Madrid, and 
Vienna. Of thofe thaDee cities , Paris is by far 
the moft induftrious ; but Paris itfelf is the 
principal market of all the manufadures eAab- 
liihed at Paris, and its own confamption is the 
principal objef) of all the trade which it carries 
on. London, Lifbon, and Copenhagen, are, per- 
haps , the only three cities in Europe , which are 
both the conftant refidence df a court, and can 
at the fame time he confidered as trading cities, or 
as cities which trade not only for their own con- 
fumption, butfcH* that of other cities and coun- 
tries. The fituation of all t)»e three is extremely 
advantageous, and natuniUy fits them to be the 
entrepots of a great pan c^ the goods defined 
for the confumption of diflant places. In a city 
where a great revtoue is fjpient , to employ with 
advantage a capital for any other purpofe than 
for fupplying the confamption of that city , is 
probably more difficult than in one in which the 
inferior ranks of people halve no other mainte- 
nance but what they derive from the employment 
of fuch a capital. The kHenefe of the greater 
part of the people who are maintained bytheex- 
penfe of revenue, corrupts , ic is probable , the 
induftry of thofe who ought to be maintained by 
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the employment of capital , ana renders it lefi 
advantageous to employ a capital there than in 
other places. There was little trade or induftry 
in Edinburgh before the union. When the Scotch 
parliament was no longer to be aflembled in it, 
when it ceafed to be the neceffarjc--refidence of 
the principal nobility and gentry of Scotland , it 
became a city of fome trade and induftry. It 
ftill continues, however, to be the refidence of 
the principal courts of juftice in Scotland, of the 
boards of cuftoms and excife, &c. A conlider- 
able revenue, therefore, ftill continues to be 
fpent in it«^ In trade and induftry it is much 
inferior to Glafgow, of which the inhabitants are 
chiefly .maintained by the employment of capital. 
The inhabitants of a large village , it has fome* 
times been obferved, after having made confi- 
derableprogrefsin mariufailures, have become idle 
and poor, in confequence of a great lord 'shaving 
taken up his refidence in their neighbourhood. 

The proportion between capital and revenue, 
therefore, feems every-where to regulate the pro- 
portion between induftry and idlenefs. Wherever 
capitalpredominates, induftry prevails: wherever 
revenue, idlenefs. Every increafe or diminution 
of capital, therefore, naturally tends to increafe 
or diminilh the real quantity of induftry , the 
number of produflive hands, and confequently the 
exchangeable value of the annual produce of the 
land, and labor of the country, the real wealth 
and revenue of all its inhabitants. 
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Capitals are increafed by parfimony , and dimi- 
niffied by prodigality and mifconduft. 

Whatever a perfon faves from his revenue he adds 
to his capital, and either employs it himfelf in 
maintaining an additional number of productive 
hands, or enables fome other perfon to do fo, 
hy lending it to him for an intereft , that is , for 
a fliare of the profits. As the capital of an indi- 
vidual can be increafed only by what he faves 
from his annual revenue or his annual gains, fo 
the capital of a fociety , which is the fame with 
that of all the individuals who compofe it , can 
be increafed only in the fame manner. 

Parfimony , and not induftry, is the imme- 
diate caufe of the increafe of capital. Induftry, 
indeed, provided the fubjefl which parfimony 
accumulates. But whatever induftry might ac- 
quire, if parfimony did not fave and flore up, 
the capital would never be the greater. 

Parfimony, by increafing the fund which is 
deflined for the maintenance of produflive hands, 
tends to increafe the number of thofe hands whofe 
labor adds to the value of the fubjeil upon 
which it is beftowed. It tends therefore to in- 
creafe the exchangeable value of the ^annual produce 
of the land and labor of the country. It puts 
into motion an additional quantity of induftry, 
which gives an additional value to the annual 
produce. 

What is annually faved is as regularly con- 
fumed as what is annually fpent , and nearly in 
the fame time too; but it is confumed by a 
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different fet of people. That portion of his revenue 
which a rich man annually fpends, is in moft 
cafes confumed by idle guefts , and menial fer^ 
vants, who leave nothing behind them in return 
for their confumption. That proportion which he 
annually faves , as for the fake of the profit it is 
immediately employed as a capital , is confumed 
in the fame manner, and nearly in the fame time 
too, but by a different fet of people, by labors 
ers, manufa^rers, and artificers, who re-pro- 
duce with a profit the value of their annual con- 
fumption. His revenue, we fhall fuppofe, is 
paid him in money. Had he fpent the whole, 
the food, clothing, and lodging, which the whole 
could have purchafed, would have been diflri- 
buted among the former fet of people. By fav- 
ing a part of it , as that part is for the fake of the 
profit immediately employed as a capital either by 
himfelf or by fome other perfon , the food, clothe 
ing , and lodging , which may be purchafed with 
it, are neceffarily referved for the latter. The 
confumption is the lame, but the confumers are 
different. 

By what a frugal man annually faves , he not 
only affords maintenance to an additional num- 
ber of produ£)ive hands , for that or the enfoing 
year , but like the founder of a public work- 
houfe , he eftablifhes as it were a perpetual fund 
for the maintenance of an equal number in all 
times to come. The perpetual allotment and 
deflination of this fund , indeed , is not always 
guarded by any pofitive law , by any tnaft-right 
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or deed of mortmain. It is always guarded^ 
however , by a very powerful principle , the plain 
and evident intereft , of every individual to whom 
any fliare of it fliall ever belong. No part of it 
can ever afterwards be employed to maintain any 
but productive hands, without an evident lofs to 
the perfon who thus perverts it from its proper 
destination. 

The prodigal perverts it in this manner. By 
not conlini|ng his expenfe within his income , he 
encroaches upon his capital. Like him who 
perverts the revenues of fome pious foundation 
to proftine purpofes , he pays the wages of idle- 
nefs with thofe funds which the frugality of his 
fei'efathers had, as it were, confecrated to the 
maintenance of induftry. By diminifliing the 
funds dcfkmed for the employment of productive 
labor, he neceffarily diminilhes, fo far as it de- 
pends upon him, the quantity of that labor 
which adds a valtie to the fiibjeCl upon which it 
is beftowed, and, confequently , the value of the 
annual produce of the land and labor of the 
whole country , the real wealth and revenue , of 
its inhabitants. If thte prodigality of fome was 
not compenfated by the frugality of others , the 
condufl of every prodigal, by feeding the idle 
with the bread of the induftrious, tends not only to 
beggar himfelf, but to impoveriih his country. 

Though the expenfe of the prodigal ftouW 
be akogcther ha home-made , and no part of it in 
foreign commodities , its cfffcft upon the prodnftive 
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funds of the fociety would ftill be the fame. 
Every year there would ftill be a certain 
quantity of food and clothing, which ought to 
have maintained produ<Sive, employed in main- 
taining unprodudive hands. Every year, there- 
fore, there would ftill be fome diminution in 
what would otherwife have been the value of the 
annual produce of the land and labor of the 
country. 

This expenfe, it may be f^id indeed, not be» 
ing in foreign goods, and not occafioning any 
exportation of gold and filver, the fame quantity 
of money would remain in the country as before. 
But if the quantity of food and clothing, which 
were thus confumed by unproduflive^ had been 
diftributed among produflive hands, they would 
have reproduced , together with a profit, the full 
value of their confumption. The fame quantity 
of money would in this cafe equally have re- 
mained in the country, and there would befides 
have been a reproduflion of an equal value of 
confumable goods. There would have been twp 
values inftead of one. 

The fame quantity of money ^ befides , cannot 
long remain in any country in which the value 
of the annual produce diminiflies. The fole ufc 
of money is to circulate confuq;iable goods. By 
means of it, provifions, materials, and finifhed 
work, are bought and fold, and diftrilJuted to 
their proper confumers. . The quantity of mo- 
tley , therefore , which can be annually employed 
in any country , muft be determined by the value 
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of the confumable goods annually circulated 
within it. Thefe muft confift either in the im- 
mediate produce of the land and labor of the 
country itfelf , or in fomething which had been 
purchafed with fome part of that produce. Their 
value, therefore, muft diminifli as the value of 
that produce diminilhes, and along with it the 
quantity of money which can be employed in 
circulating them. But the money which by thia 
annual diminution of produce is annually thrown 
out of domeftic circulation , will not be allowed 
to lie idle. The intereft of whoever poffeffes it, 
requires that it fhould be employe^. 3ut having 
no employment at home, it will, in fpite of all 
hws and prohibitions, be fent abroad, and em- 
ployed in purchafing confumable goods which 
may be of fome ufe at home. Its annual export- 
ation wilL in this manner continue for fome time 
to add fomething to the annual confumption of 
the country beyond the value of its own annual 
produce. What in the days of its profperity had 
been faved from that annual produce , and em- 
ployed in purchafing gold and filver, will con- 
tribute for fome little time to fupport its con- 
fumption in adverfity. The exportation of gold 
and filver is, in this cafe, not the caufe, biic 
the effeft of its declenfion , and may even , for 
lome little time, alleviate the mifery of that 
declenfion. 

The quantity of money, on the contrary, muft 
in every • country naturally increafe as the value 
<jf tha annual produce increafes. Th^ vajue^of 
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the confumable goods annually circulated withia 
the fociety being greater , will require a greater 
quantity of money to circulate them. A part oi 
the increafed produce, therefore, will naturally 
be employed in purchaling , wherever it is to be 
had , the additional quantity of gold and filver 
ixeceflary for circulating the reft. The increafe 
of thofe metak will in this cafe be the effe^l , not 
the caufe , of the public profperity. Gold and 
filver are purchafed every -where in the fame 
manner. The food , clothing , and lodging , the 
revenue and maintenance of all thofe whofe la« 
bor or ftock is employed in bringing them from 
the mine to the market , is the price paid for 
them in Peru as well as in England. The conn- 
try which has this price to pay, will never be 
long without the quantity of thofe metals which 
it has occalion for; and no country will ever 
long retain a quantity which it has no occafion 
for. 

Whatever., therefore , we may imagine the real 
wealth and revenue of a country to confift in , 
whether in the value of the annual produce of 
its land and labor, as plain reafon feems to didate; 
or in the '^quantity of the precious metals which 
circulate within it, as vulgar prejudices fuppofe; 
in either view of the matter , every prodigal appears 
to be ^ public enemy, and every frugal man a 
public benefaflor. 

The effefls of mifcondu^) are often the fame 
as thofe of prodigality. Rvery injudicious and 
unfucceisfulprojed in agriculture, mines, fiiheriesi 
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trade ) or manufactures, tends in the fame man-* 
ner to diminifli the funds deftined for the main- 
tenance of produflive labor. In every fuch. 
projefl, though the capital is confumed by pro- 
dufltve hands only, yet, as by the injudiciouft 
aiarmer in which they are employed , they do not 
reproduce the full value of their confumption, 
there muft always be fome diminution inf what 
would otherwife have been the produiiive funds 
of the fociety. 

It can feldom happen, indeed, that the circum- 
ftances of a great nation can be much affeCled 
either by the prodigality or mifcondu£l of indi- 
viduals ; the profufion or imprudence of fome , 
being always more than compenfated by the fru- 
gality and good conduct of others. 

With regard to pf ofufion , the .principle which 
prompts to expenfe , is the pafiion for prefent 
enjoyment ; which , though fometimes violent 
and very difficult to be rcftrained, is in general 
only momentary and occafional. But the prin- 
ciple which prompts to fave , is the defire of bet- 
tering our condition , a defire which, though 
generally calm and difpaffionate, comes with u* 
froni the womb , and never leaves us till \ye go 
into the grave. In the whole interval which fe- 
parates thofe two moments, there is fcaice per- 
haps a fingle inftant in which any man is fo pei>» 
feflly and completely Satisfied with his fituation, 
as to be without any wifli of alteration or im- 
provement of any kind. An augmentation of 
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fidrtune is the means by which the greater part 
of men propofe and wifh to better their condi- 
tion. It is the means the moft vulgar and the 
moft obvious ; and the moft likely way of aug- 
menting their fortune , is to fave and accumulate 
fome part of what they acquire, either regularly 
and annually , or upon fome extraordinary occa- 
fions. Though the principle of expenfe ^ there- 
fore , prevails in almoft all men upon fome occa- 
lions, and in fome men upon almoft all occafions, 
yet in the greatec part of men , taking the whole 
courfe of their life at an ^yerage , the principle of 
frugality feems not only to predominate , but to 
predominate very greatly. 

With regard to mifcondu£^, the number of 
prudent and fuccefsful undertakings is every- 
where much greater than that of injudicious and 
nnfuccefsful ones. After all our complaints of 
the frequency of bankruptcies , the unhappy men 
who fall into this misfortune make but a very 
finall part of the whole number engaged in trade, 
and all other forts of bufmefs, not much more 
perhaps than one in thoufand. Bankruptcy is 
perhaps the greateft and moft humiliating cala- 
mity which can befal an innocent man. The 
greater part of men, therefore, are fufficiently 
careful to avoid it. Some , indeed , do not avoid 
it; as fome do not avoid the gallows. 

Great nations are never impoverifhed by pri- 
vate , though they fometimes are by public 
prodigality and mifcondu£l. The whole , or 
jdmoll the whole public revenue , is in moft 

coMHtries 
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countries employed in maintaining unprodu^ivd 
hands. Such are the people who compofe a nu- 
merous and fplendid court, a great ecclefiaftical 
eflablilhment , great fleets and armies, who in 
time of peace produce nothing, and m time of 
war acquire nothing which can compenfate the 
expenfe of maintaining them, even while the war 
lafts. Such people , as they themfelves produce 
hothing , are all maintained by the produce of 
other men's labor. When multiplied, therefore, 
to an unnecelTary number, they may in a particular 
year confume fo great a fliare of this produce , as 
not to leave a fufficiency for maintaming the pro- 
du£iive laborers, who fliould reproduce it next 
year. The next year produce, therefore will 
be left than that of the foregoing, and if the 
fame diforder fliould continue , that of the third 
year will be ftill lefs than that of the fccond. 
Thofe unproductive hands, who fliould be main- 
tained by a part only of the fpare revenue of the 
people, may confume fo great a fliare of their 
whole revenue, and thereby oblige To great a 
number to encroach upon their capitals , upon the 
funds deftined for the maintenance of produ<^ive 
labor, that all the frugality and good condu^' of 
individuals may not be able to compenfate the 
w^afte and degradation of produce occafioned by 
this violent and forced encroachment. 

This frugality and gbod condufl, however, 
is upon moft occafions ,' it appears from expe- 
rience, fufficient to compenfate, not only thtf 
private prodigality and milcondu^ of individuals, 

W. of N. a- 9 
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|>ut the public extravagance of government. The 
uniform, conflant, and unuiteirupted effort of 
fveiy man to better his condition , the principle 
from \^hich public and national , as well as private 
9pulence is originally derived , is frequently 
powedul enough, to maintain the natural progreft 
of things toward improvement , in fpite both of 
the extravagance of government, and of the 
greateft errors of adminilbration. liie the tinknown 
principle of animal life, it frequently reftore^ 
health and vigor to the conftitution , in fpite , not 
pnly pf the difieafe , but of the abfurd prefcriptions 
of the doctor. 

The ai^nual produce of the land and labor of 
any nation can be increafed in its value by no 
other mean ,, bpt by increafing either the num- 
ber of its produ^ive laborers, or the produ^live 
powers of thofe laborers who had before been 
employed. The number of its produ£Uve la- 
borers, it is evident, can never be much in- 
creafed , but in confequence of an increafe of 
capital, or of the funds dcftined for maintaining 
them. The produdive powers of the (ame num- 
ber of laborers cannot be increafed , but in con- 
fequence either offome addition and improvement 
to thofe machines and inftruments which facili- 
tate and abridge labor ; or of a more proper 
divifion and diflribution of employment. In 
cither cafe an additional capital is almoft always 
required. It is by meaps of an additional capital 
only, thattlie undertaker of any work can either 
provide hip workn^en with bett«r machinery ; a? 
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make a more proper diftribution of employrtient 
among them. When the work to be done con- 
lifts of a number of parts , to keep every man 
conflantly employed in oi>eway, requires a much' 
greater capital than where every man .is'occafion- 
ally employed in every different part of the work* 
W^hen we compare , therefore , the ftate of a na-» 
tion at two different periods, and find, that the 
annual produce of its land and labor is evidently 
greatej? at the latter than at the former , that ita 
Jands are better cultivated, its manufa^ureis mbrcit 
numerous and more flourifliing, and its trade 
more extenfive, wc may be affured that its capi- 
tal muft have increafed during the interval be- 
tween thofe two periods, and that more mtift 
have been added to it by the good conduft of 
fome , than had been taken from it either by the 
private mifconduft of others, or by the public 
extravagance of government. But we feaU find 
this to have been the cafe of almoft all nations, 
in all tolerably quiet and peaceable times , even 
of thofe who ha^i^e not enjoyed the moft prudent 
and parfimonious governments* To form a right 
judgment of it, indeed, we muft compare the 
ftate of the country at periods fomewhat difkant 
from one another* The progrefs is frequently 
fia gradual, that, at near periods, the improve- 
ment is not oaiy not fcnfible , but froni the de- 
clenfion eith^i? of certain branches of induftry, or 
of certain difiri^is of the country , things which 
fonaetimes happen though the country in general 
be in a great pi^oflperity , there frequently arifes a 
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fufpicion , that the riches and induftry of the w hole 
are decaying. 

The annual produce of the land and labor of 
England, for example, is certainly much greater 
than it was, a little more than a century ago , at 
the reftoration of Charles II. Though, at prefenr, 
few people, I believe, doubt of this, yet during 
this period , five years have feldom pafled away 
in which fome boot or pamphlet has not been 
publifhed, written too with fuch abilities as to 
gain fome authority with the public, and pretending 
to demonftrate that the wealth of the nation was 
faft declining, that the country was depopulated^ 
agriculture negleded, manufactures decaying, and 
trade undone. Nor have thefe publications been 
all party pamphlets, the wretched offspring of 
fallhood and venality. Miny of them have been 
written by very candid and very intelligent people ; 
who wrote nothing but what they believed , and 
for no other reafon but becaufe they believed it. 

The annual produce of the land and labor of 
England again , was certainly much greater at the 
reftoration , than we can fuppofe it to have been 
about a hundred years before, at the acceflion 
of Elizabeth. At this period too, we have all 
reafon to believe , the country was much more 
advanced in improvement , than it had been about 
a century before , towards the cloCe of the diffen- 
fions between the houfes of York and Lancafter. 
Even then it was , probably, in a better condition 
than it had been at the Norman conqueft , and at 
the Norman conqu^ft ^ ths^n during, the confufion 
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of the Saxon Heptarchy. Even at this early pe- 
riod , it was certainly a more improved country 
than at the invafion of Jiilins Caefar , when its in- 
habitants were nearly in the fame ftate with the 
Civages in North - America. 

In each of thofe periods, however, there was, not 
only much private and public profufion, many ex*- 
penfive and unneceflary wars, great perverfion of 
the annual produce from maintaining productive to 
tnaintain improduflive hands ; but fometimes , in 
the confufion of civil difcord , fuch abfolute wafte 
and deftruiiion of ftock, as might be fuppofed , 
not o6ly to retard, as it certainly did, the natural 
accumulation of riches, but to have left the coun- 
try , at the end of the period, poorer than at the 
beg'mning. Thus, in the happieft and moft for- 
tunate period of them all , that which has paffed 
fince the reftoration^ how many diforders and mis- 
fortunes have occurred, which, could they have 
been forefeen., not only the impoverifliment, but 
the total tuin of the country would, have been ex- 
pected from them? The fire and the ptague of 
Lx)ndon, the two Dutch wars, the diforders of the 
revolution, the war in Ireland, the foar expenfive 
French wars of 1688, 1 703, 1 742, and 3 756, together 
%vith the two rebellions of 1715 and 174^. In the 
courfe of the four French wars, the nation has con- 
tracted more than a hundred and forty-five millions 
of debt, over and above all the other extraordinary 
annual expenfe which they occafioned , fo that the 
whole cannot be computed at lefs than two hun- 
died millions. So great a fliare of the annual 
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produce of the land a<id labor of the country, has 
fmce the revolution^ been employed upon different 
occaiions, in maintaining an extraordmary number 
of unproduflive hands. But had not thofe wars 
given this particular direflion to fo large a capital, 
the greater part of it would naturally have been 
employed in maintaining prdducSive hands , whofe 
labor would have replaced , with a profit , the 
whole value of their confumption. The value of 
the annual produce of the land and labor of the 
country ^ would have been confiderabJy increafed 
by it every year, and every year's increafe would 
have augmented ftill more that of the following 
year. WVlore houfes would have been built, mor^ 
femdr would have been improved , and thoft 
which had been improT^s^ before would have 
been better cultivated ; more mannfadures would 
have been eftablilhed ^ and thofe which had beert 
eftabliflied before would have been more Extended J 
and to what height the real wealth and revenoi 
©f the country might , by this time ^ have beeh 
taifed , it is not perhaps very eafy eVen to imaginei 
But though the profofion of govetnment muft ^ 
undoubtedly , have retarded the natural progreft 
of England towards wealth and improvement , it 
has not been 2lble to ftop it. The annual proM 
duce of its land and labor is ^ undoubtedly j 
Hjuchr greater at prefent than it was either at the 
reftoration or at the revolution. The capital y 
therefore , anhually employed in cultivating thi« 
land) and in niaiittaining this labor, muft lile'- 
vrifo be much greater. la the midfl of all the 
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exaflions of govertiment, this capital has been 
filehtly and gradnally accumulated by the prlvatd 
frugality and good conduAofihdividnals, by theit 
tuliveHal, continual, and unintelrupted effort to 
better their own condition. It h this effort, pro- 
tefled by law and allowed by liberty to exelrt 
itfelf in the mantlet that is hioft advantageous , 
which has rtiaihtained the progi^efs of England 
towards optifence and improvement in almoft all 
former times , and which , it is to bfe hbped, will 
do fo ill all future times. England, however, ai 
it has never been bleffed with a ^fety pkriittiohi6ui 
government, fo parfimony has dtno time beeil 
the charafbrifttcal virttre of its inhabitants. It ii 
the higheft impertinence and prelbmption , thfete-^ 
fore in kings and minifters, to pretend to watch 
over the beconomy of private people, and' to 
reftrain their expenfe, either by famptuary laws , 
or by prohibiting thfe iniportatron of foreign* I'uxu- 
ries. They are theriifelves always , and without 
any exception , the greiiteft ^efidthrifts irf the^ 
fociety. Let them looR well aftet theit own e^-* 
peiife, and they may fafelytruft private people with 
theirs. If their own iextravaganc^ does hot ruin 
the ftate, that of thfeir fubjefls never will. 

A^ frugality ilicreafes , and prodigality dtmi- 
Hifhes the public capital , fo the conduft of thofe 
whofe expenfe jnft equals their reVenue , \Vithout 
either accumulating or encroachirtg, neither in- 
creaf(5s nor diminiflies it. Some modes of te- 
penfe , hbwever, feem to contribute mote to the 
growth pf public opulence than Others. 
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The revenue of an individual may be fpent ^ 
either in things which are confumed immediately , 
and in which one day's expenfe can neither alle- 
viate nor fupport that of another ; or it may be 
fpent in things more durable , which can therefore 
be accumulated, and in which every day's expenfe 
may, as he chufes, either alleviate or fupport and 
heighten the eSeO, of that of the following day. 
A man of fortune, for example, may either fpend 
his revenue in 4 profufeandfumptuous table, and 
in maintaining a great number of menial fer\'ants, 
and a multitude of dogs and horfes ; or contenting 
bimfelf with a frugal table and few attendants, 
he may lay out th^ greater p^irt of it in adorning 
his honfe or his cpuntry villa , in ufef ul or orna- 
mental building^, in ufeful or ornamental furniture, 
in coUedling books, ftatues, pic^uries; or in things 
more frivolous,, jewels, baubles, ingenious trui- 
kets jof different kinds; or, yvhat is moft trifling 
of ^11 , in amaiTing a great wardrobe of fine clo* 
\he^ , like the favprite and minifler of a great 
prince who died a few years ago. Were two men 
of equal fortun^ to fpend their revenue , the one 
chiefly in the onje way, the other in the other, the 
magnificence of the perfbn whofe expenfe had 
been chiefly in durable commodities, would be 
continually increafmg, every day's expenfe con- 
tributing fomething to fupport and heighten the 
cffefl of that of the following day ; that of the 
other, on the contrary, would be no. greater at 
the end of the period than at the beginning. 

The former too would , at the end of th^ period , 
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be ^e richer man of the two. He wonld have a 
ftockofgodsoffomekind or other, which, though 
it might not be worth all that it coll, would always 
be worth fome thing. No trace or vellige of the 
cxpenfe of the latter would renoiain, and the^eifeAt 
often ]or twenty years profufion would be as com- 
pletely aiwiihilated as if they had nevet exiAed. 

As the one mode of expenfe is more favor- 
able than the other to the opulence of an indivi* 
dual , fo is it likewife to that of a nation. The 
houfes , the furniture, the clothing of, the rich , 
in a little time, become ofeful to the inferior and 
middling ranks of people. They are able to 
purcbafe them wJ:ien their fuperiors grow weary 
of them , and the general accommodation of the 
whole people is thus gradually. improved, when^ 
this mode of expenfe becoo^s univerfal among 
men of fortune. In countries which have long 
been rich, you will frequently find the inferior 
ranks of people in poffeflion both of houfes au4 
furniture perfedly good and entire, but of whi^ch 
neither the one copld have b^en built , nor the 
other have been made for their ufe. What was 
formerly a feat of the family of Seymour , is now 
an inn upon the Bath road. The marriage-bed 
of James the Firft of Great Britain, which his 
Queen brought with her from Denmark , as a 
prefent fit for a foyereign to make to a fover$ign , 
was , a few years ago, th^ ornament of an aile-^ 
houfe^at, Pumfefmlin^. In fome ancient cities, 
which either haye been long ilationary , or have 
gone fomewhat to d^cay ^ you will fbmetimeft 



iQt THE NATURE AND CAUSES OF 

fctkvce find a fingle honfe which ccnild have been 
built for its prefent inhabitants; . If you go into 
thofe houfes too , yon will frequently find many 
excellent, though antiquated pieces of furniture^ 
which are ftill very fit for ufe , and which could 
aft little have been made for them. Noble palaces 
magnificent villas, great colle^ions of Books ^ 
Aatuel, pidures^and other curiofides^ ate frequently 
both an ornament and an honor ^ not only to th^ 
neighbotarhocd , but td the whole country to which 
they beloibg. Verfailles is an ornament and an honof 
to France , Stowe and Wilton to England. Italy 
ftill continu)B8 to command fome foirt of veneration 
by the number of tnoivuments of this kind whieh 
it p6ffeffes , though the wealth which produced 
them has decayed , and thongh the genius which 
planned th^m l^m^ m be extingtrifh^d $ perhaps 
frorti not having the fame ehiployrtient. 

Th^ exp^nfe tod , which is laid out in dnr^bte 
commodities, is favotable, not only to accumti- 
latidn , but to fi?ugility. If a perfon fliofald at 
any timfe exceed irt it ^ he can ^^fily teforhi with^ 
out'expofing himfelf to the certfate of the pub* 
lie. To rfeduee very tnuch the n\imbet Iff hh 
fervants j to teform his table from ^r^t p4*ofufioh 
to great frugality j to liy dbwn hfe -eq'ui^ige &ftet 
he has once fet it up , ai-e charigfe^ which (ftlnribt 
e(6kp^ the 6bfervati<^h of his rieighbonrs , and 
which are fuppidf<id \6 iibply fome 'a(achb\^ledge- 
metit of preceding bad ccHldu^. F6w , therg- 
frtre^ df thbfe who haVe brice been (b tatifiottankrt 
as t<!> l^nnth out tbb far ill to thlj foft df e*pfenf* ,- 
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hairc afte*rwaitJi the conragie to rrform^ till rbin 
and bankroptcy oblige them. But if a perlbn 
has ^ at 'any time , been at too great In exp^nfe In 
buildtiigv iw furniture^ in books Dr pi6iuk^s^ lib 
impradeftce can be inferred ftGtti his changing 
his condnft. Theft ar^ tilings irt which further 
Bxpenfe is frequently rendered imnecfeflary by 
former e^p^^nfe^ alid when a perfon hxtpi fliort^ 
he apj^ears to do fo^ not b«caufe he ha's fe3fe^ 
teeded his fortune j but becaufe he hai fotisfied 
his- fancy* 

The expenfe^ befides^ that is kid olit irt ditb- 
able commodities 5 gives maintenance^ cdmrnttttly, 
to a greatet number of people, than thaf wWeh 
is emplbyed in thid moft ptoFafe hofpitalJty^ Ot 
two or three hundred weight of pi^^vilion^^ which 
may fometimes be fetVed up at a grtat ftfliv*!', 
one-half J pevhaps^ ii thrown to the* dunghilly ^a^ 
there is always a great deaft wafted anid dbt^ft. 
But if the C3tpebfe of this entertainineilf hadbf «fl 

employed in fetting to Workmafdnfe ^^f^nW^*^ 
upholftereiis 5 mechanlcfe', fee. a qucinti^ty 6f pt^ 
vifions, of equal value, would have been diftri- 
buted among a flill greater number of people, 
who would have bought them in penny-worths 
and pound weights, and not have loft or thrown 
away a fmgle ounce of them. In the one way , 
befides, this expenfe maintains produflive, in the 
other nnproduflive hands. In the one way 
therefore, it increafes, in the other, it does not 
incrcafe, the exchangeable value of the annual 
produce of the land and labor of the country. 
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I would not, however, by all this be under- 
flood to mean , that the one fpecies of expend 
always betokens a more liberal or generoas ^rit 
than the other. When a man of fortune fpends 
his revenue chiefly in hofpitality, he fliares the 
greater part of it with his friends and compa- 
nions ; but when he employs it in purchafmg 
fuch durable commodities , he often fpends the 
whole upon his own perfon, and gives nothing to 
any body without an equivalent. The latter 
fpecies of expenfe , therefore , efpecially whea 
direfied towards frivolous objeAs, the little orna- 
ments of drels and furniture, jewels, trinkets, 
gewgaws, frequently indicates, not only a trifling, 
bat ^ bafe and felhfli difpofition. All that I 
me^n is, that the one fort of expenfe, as it always 
occdfions fome accumulation of valuable com- 
modities, as it is more favorable to private frugality, 
an4,.confequently^ to the increafe of thepubUe 
capital , . and as it maintains produ£iive , rathet 
tbw . unproductive hands , conduces more than 
]the other to the growth of public opulence. 
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CHAP. IV. 



Of Stotk lent 4it Interejt. 



T, 



HE flock which is lent at intereft is always 
confidered as a capital by the lender. ^He expeds 
diat in due time it is to be reflored to him y and 
that in the mean time the borrower is to pay him 
a certain annual rent for the ufe of it* The borro wee 
may ufe it either as a capital , or as a Aock referved 
for immediate confumption. If he ufes it as a capital^ 
he employs it in* the maintenance of produilive 
laborers, who reproduce the value with a profit. H« 
can , in this cafe, both reflore the capital and pay the 
interefl without alienating or encroaching upon any 
other fource of revenue. If he ufes it as a* flock 
referved for immediate confumption , he a^ls the 
part of a prodigal, and diffipates in the mai|ite* 
nance of the idle, what was deftined for the fupy 
port of the induilrious* He can , in this cafe , 
neither reilore the capital nor pay the interefl, 
without either alienating or encroaching upon 
fome other fource of revenue , fuch as the property 
or the rent of land. 

The flock which is lent at interefl is, no 
doubt, occafionally employed in both thefe ways, 
but in the former much more frequently than in 
the latter. The man who borrows in order to 
fpend will foon be ruined, and he wjio lends to 
him will generally l;iave accafion to repent of his 
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folly. To bormw or to lend for fuch a purpofe, 
therefore, is in ?iU cafe$, where grofe ufury is out 
of the queftion , contrary to the intereft of both 
parties ; and thoqgh it no doubt liappens fometimes 
that people do both the one and the other; yet, 
from the regard that all men have for their own 
intereft, we nwy be aflured , that it cannot bappen 
ib y^ry frequently as we are fiometimes apt to 
iixiagipe. ASl any rich man of common piudence, 
|Q which uf the twofoiTts of people he ha$ lent the 
greaoev pa^t of his ftock , to thofe vvho , he thinks, 
will employ it profitably, or to thofe %vho will 
ilpend it idly , aad he will laugh at you for propofing 
the queftion. Even among boirowers, therefore, 
not the people in the world mofl famous for frugal^ 
ky, t^e number of the frugal and induftrious 
forpifies coniiderably that of the prodigal and idle. 
Tlie ©nly people to whom ftgck ia oojmxnonly 
lent, without their being expend to make any 
yery profitable ufe of it , are couniry gentlemen 
who borrow upon mortgage. Even they fcarce 
fver borrow merely to fpend. What they bom 
row, one may fay, iscommonly fpent before they, 
borrovv it. They hav^ generally oo»fumcd fo 
great a quantity of goods, advanced to them 
upon credit by fliopkeepers and tradefmen, thai 
they find itneceffary to borrow at intereft i« order 
to pay the debt. Th^ capitol bocrow^ rfplanea 
the capitals of thofe fliopkeep«ra and trndefooen , 
which the countiy gentlemen could not have 
replaced from the rents of their ^ftates. It is not 
propei^ly (>arPOw«d in oi?der to^ be^ fp^t ^ but ia 
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order to replace a capital which had been fpent 
before* 

AlmoA all loans at intereft are made in money, 
cither of paper , or of gold and filver. But what 
the borrower really wants, and what the lender 
r^Uy fupplies him with , is not the money, but the 
money^s worth , or the goods which it can purchafe.. 
If he wants it as a ftock for immediate confumption , 
It is thofe goods only which he can place in that 
flock. If he wants it as a capital for employing 
induftry , it is from thofe gpods only that the iij- 
duftriouscan be f^irniflied with the tools^ materials, 
and m^intenande, neceflary^ for carrying on their 
y^cak. By naeansoftheloan, the lender, asitwere, 
afiigns to the borrower his right to a certain portion 
of the annual jproduce of the land and labor of the 
coimtry , to he employed as the borrower pleafes. 

The quantity of ftoek, therefore, or, as it i» 
comnuonly expreCfed, of money which can be len^; 
at intereft in any country , is not regulated by thel 
value of the monty, whether paper or coin, which 
ferves as the inftrument of the different loans made 
in jthat country , but by the value of that part of 
the annual produce which , as foon as it comes 
either from the ground , or from the hands of the 
produflive labor^s, isd^ftined not only for re- 
placing a ^capital , but fiich a capital as* the ownei? 
does not faiae to be at the trouble of employing 
kimfelE As fuch capitals are commonly lent ou4i 
and paid- bfack in money , they corillitute what itf 
called -the ponied intereft. It is diftin6l, not 
O^y 6:091 the liinde^^ bur fram the trading and 
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inanufa£luring intereflf , at in thefe lad the ownen 
themfelvei employ their own capitals. Even in the 
monied intereft , however, the money is, as.it were, 
but the deed of aflignfnent, which conveys from 
one hand to another thofe capitals which the owners 
do not care to employ themfelves/ Thofe capitals 
may be greater in almoft any proportion , than the 
amount of the money which ferves as the inftrumenc 
of their conveyance; the fame pieces of money 
fucceflively ferving for many different loans, as well 
as for many different purchafes. A , for example^ 
lends to W a thoufand pounds^ with which W 
immediately pnrchafes of B a. thoufand pounds 
worth of goods. B having no occafion for the money 
himfelf , lends the identical pieces to X , with which 
X immediately purchafes of C another thoufand 
pounds worth of goods. C in the {ame manner, and 
for the Came reafon, lends them to Y, who again 
purchafes goods with them of D. ^^In this manner 
the fame pieces , eitherofcoinorofpaper, may, in 
the courfe of a few days, ferveas the inftrument 
of three different loans, and of three different pur- 
chafes, each of which is in value, equal to the 
whole amount of thofe pieces* What the three 
monied men A , B , and C , affign to the three 
borrowers , W , X , Y , is the .power of making 
thofe purchafes. In this power confift both the value 
and the ufe of the loans. The flock lent by the three 
monied men, is equal to the value of the goods which 
can be purchafed with it, and is three tiihes greater 
than that of the money with, which the purcfaafesaro 
©lade, Thofe loans > however , may beialKperfe^Uy 

well 
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Well fecuredy the goodft purchafed by thedifiereht 
debtors being fo employed , as , in due tiifne to 
bring batk, with a profit j ah ei:iual value either 
of ' coin or of paper. And as the fame pieces of 
faiohey can thus fervcf as the inftriametit of diiFerenf 
ioaiis to three , or fbr th^ fame reafon , tb thirty 
times their value , fo they may likfewifefucceffively 
fervfe as the inftrumeht of repayment. 

A capital leiit at interest may, in this nianher , be 
confidered as an afligntneht from the lender tb thir 
borrower of a <:ejrtain cbnfiderable t)ortion of the 
annual produce; upon Condition that the borrower 
in return fhall ^ during the continuance of the loar^ 
annually aflign to the lender a fmaller portion , 
called the ihteteft; and at the end of it a portiont 
equally Icbnfiderable with that which had originally 
been afligned to him, called the repaytnent. Though 
inoney , either coin or paper, ferves generally as tl .e 
deed bfafligninent tbth to the fmaller, and tb thd 
inore confiderable portion j it is itfelf altogether 
differeht from what is afligned by it 

In jproportibn as that fhare of the ahniial piroduce 
which, as fooh as it comes eithei: from the groutid ^ 
brfrohi thehahds of the prbduflive laborers, ii 
deftined for replacing a capital, increafes in aiiy 
fcountry , what is called the motiied intereft natu- 
rally increafes with it. The inCreafe of thofe l^arti- 
tular Capitals ftotn which the owners Wifli to de- 
irive a revenue, without being at the trouble of ein- 
ploying thfetn themfelves, naturally accompanies 
the general increafe of capitals; or, iti ,othec 
words, as ilock increafes, the quantity of Aod* H( 
W. o/N. ^. 41 
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be lent at inteteft grows gradually greater and 
greater. 

A» the quantity of ftock to be lent at intereft 
increafes, the intereft, or the price which muftbe 
paid for the ufe of that ftock, neceflarily diminiflieg^ 
not only from thofe general caufes which make the 
market price of things commonly diminifli as their 
quantity increafes, but from other caufes which are 
peculiar to this particular cafe. As capitals increafe 
in any country, the profits which can be made by 
employing them neceffarily diminifli. It become* 
gradually more and more difficult to find within 
the country a profitable method of employing any, 
new capital. There arifes in confequence a compe- 
tition between different capitals , the owner of one 
tndeavoiiring to get pofleflion of that employment 
which is occupied by anbther. But upon moft 
occafions he can hope tojuftle that other out of 
this employment , by no other means but by 
dealing upon more reafonable terms. He muft not 
only fell what he deals in fomewhat cheaper, but 
in order to get it to fell , he muft fometimes too 
buy it dearer. The demand for produflive labor ^ 
by the increafe of the fisinds which are deftined 
for maintaining it, grows every day greater and 
greater. Laborers eafily find employment, but the 
owners of capitals find it difficult to get laborers 
to employ. Their competition raifes the wages of 
labor , and finks the profits of ftock. But when 
the profits which can be made by the ufe of a 
capital are in this manner diminiflied, as it were> 
at both ends , the price which can be paid for the 
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ufe of it, that is , the rate of intereft, muft necef- 
farily be diminiflied with them, 

Mr. Locke, Mr. Law, and Mr. Montefqoieu, 
as well as many other writers, feem to have 
imagined that the increafe of the quantity of 
gold and filver, in confequence of the difcovery 
of the SpaniOi Weft Indies, was the real caufe 
of the lowering of the rate of intereft through 
the greater part of Europe. Thofe metals, they 
Ciy, having become of lefs value themfelves, the 
ufe of any particular portion of them neceffarily 
became of lefs value too , artd confequently the 
price which could be paid for it. This notion , 
>which at firft fight feems fo plaufible, has been 
fo fully expofed by Mr. Hume, that it is, per-* 
haps, unncceffary to fay any thing more about it. 
The following very fliort and plain argument, 
however, may ferve to explain more diftinflly 
the fallacy which feems to have mifled thole 
gentleman. 

Before the difcovery of the Spanifh Weft-Indies, 
ten per cent, feems to havebeen^the common rate 
of intereft through the greater part of Europe. It 
has fince that time in different countries funk to 
fix, five, four, and three per cent. Letusfuppofe 
that in every particular country the value of filver 
has funk precifely in the fame proportion as the 
rate of intereft ; and that in thofe countries , for 
example, where intereft has been reduced from 
ten to five per cent. , the fame quantity of filver 
can now purchafe juft half the quantity of goods 
which it could have purchafed before. This 
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fuppofition will not, I bdieYc, be found any-whercfc 
agreeable to the truth, but it is the m oft favorable 
to the opinion which we are going to examine ; 
and even upon this fuppofition it is utterly impof- 
fible that the lowering of the value of filver couU 
have the fmalleft tendency to lower the rate of 
intereft. If a hundred pounds are in thofe countries 
now of no more value than fifty pounds were 
then , ten pounds muft now be of no more value 
than five pounds were then. Whatever were the 
caufes which lowered the value of the capital, the 
fame muft neceffarily have lowered that of the 
intereft , and exaiUy in the fame proponion. The 
proportion between the value of the capital and 
that of the intereft , muft have remained the fame , 
though the rate had never been altered. By altering 
the rate, on the contrary, the proportion between 
thofe two values is neceflarily altered. If a hundred 
pounds now are worth no more than fifty were 
then, five pounds now can be worth no more than 
two pounds ten fhillings were then. By reducing 
the rate of intereft , therefore, from te^ to five per 
cent. , we give for the ufe of a capital , which isr 
fuppofed to be equal to one-half of its former value, 
an intereft which is equal to one-fourth only of 
the value of the former intereft. 

Any increafe in the quantity of filver, while 
that of the commodities circulated by means of it 
remained the fame , could have no other eflFefk 
than to diminifli the value of that metal. The 
nominal value of all forts of goods would be 
ffesLteVy but their real valut would be *precifely 
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tlic fame as before. They woald be exchanged 
for a greater number of pieces of filver ^ but the 
quantity of labor which they could command , the 
number of people whom they could maintain and 
employ, would be p^^ecifely the fame. The capital 
of the country would be the fame, though a 
greater number of pieces might be requifite for 
conveying any equal portion of it from one hand 
to another. The deeds of affignment, like the 
conveyances of a verbofe attorney, would be more 
cumberfome, but the thing afligned would be 
precifely the fame as before , and could produce 
only the lame effe£ls. The funds for maintaining 
produiiive labor being the fame-, the demand for 
it would be the fame. Its price or wages, there* 
foye, though nominally greater , would really be 
the fame. They would be paid in a greater number 
of pieces of filver ; but they would purchafeonly 
the fame quantity of goods. The profits of ftock 
would be the fame both nominally and really. The 
wages, of labor are commonly computed by the 
quantity of filver which is paid to the laborer. 
When that is increafed, therefore, his wages appear 
to be increafed, though they may fometimes be no 
greater than before. But the profits of flock are not 
.computed by the number of pieces of filver with 
which they are paid, but by the porportion which 
thofe pieces bear to the whole capital employed. 
Thus in a particular country five fliillin^ a week 
are £iid to be the common wages of labor, and 
ten per cent, the common profits of flock. But 
the whole capital of the country being the fam« 
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as before^ the competition between the different 
capitals of individuals into which it ^as divided 
would likewife be the fame. They would all trade 
with the iame advantages and difad vantages. The 
common proportion between capital and profit , 
tlierefore, would be thefame, and confequently the 
cctmmon intereft ofmoney ; what can commonly be 
g ven for the ufe ofmoney U^ing neceilarily regulated 
by what COT commonly be made by the ufe of it. 

Any increafe in the quantity of commodities 
arinually circulated within the country, while that 
o; the money which circulated them remained the 
fame, would, on the contrary, produce many other 
important effie^is, befides that of raifmgthe value 
o r the money. The capital of the country , though 
it might nominally be the fame , would really be 
augmented. It might continue to be expreifed by 
th« fame quantity of money, but it would com- 
p^and a greater quantity of labor. The quantity 
cf produ£Hve labor which it' could maintain and 
eitiploy would beincreafed, and confequently the 
demand for that labor. Its wages would naturally 
rile with the demand, and yet might appear to 
fink. They might be paid with a fmaller quantity 
of i[noney, but that fmaller quantity might purchafc 
a greater quantity of goods than a greater had 
done before. The profits of ftock would be 
diminifhed both really and in appearance. The 
^^ hole capital of the country being augmented , 
the competition between the different capitals ot 
which it was compofed, would naturally b« 
augmented along with it The owners of thoft 
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particular capitals would be obliged to content 
themfelves with a fmaller proportion of the pro- 
duce of that labor which their refpeftive capitals 
employed. The intereft of money, keepiilg pace 
always with the profits of flock , might , in this 
manner, be greatly diminiflied , though the value 
of money, or the quantity of goods which any 
particular fum could purchafe, was greatly aug* 
mented. 

In fome countries the interefl of money has been 
prohibited by law. But as fomething can every- 
where be made by the ufe of moiley, fomething 
ought every-where to be paid for the ufe of it. 
This regulation, inftead of preventing , has been 
found from experience to increafe the evil of ufury ; 
the debtor being obliged to pay, not only for the 
Tife of the money , but for the rifk which his 
creditor runs by accepting a compenfatibn for that 
ufe. He is* obliged, if one may fay f6 , to infure 
his creditor fijom the penalties of ufury. v 

In countries where interefl is permitted , the 
law , in order to prevent the extortion of ufury , 
generally fixes th« highefl rate which can be taken 
without incurring a penalty. This rate ought 
always to be fomewhat above the lowefl market 
price, or the price which is commonly paid for 
the ufe ofmoney by thofe who can give the mofl 
unddubted fecurity. If this legal rate fhould be 
fixed below the lowefl market rate , the effeils of 
this fixation mnfl be nearly the fame as thofe of 
a total prohibition of interefl. The creditor, will 
not lead his money for lefii than the ufe of it is 
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Wprth 9 ^nd the debtor mnft pay him for the riflf 
which he runs by accepting the full valpe of that 
pfe. If it is fixf d precifely at the loweft market 
pricf, it rqins \yith hqneft people, who rcfpe£l the 
Ia>v8 of their conntry, the credit qf 4II thofe who 
f^annpt give the very beft fecurity , and pblige* 
them to hc^ve recoarfe to exorbitant nfurers. Ins^ 
country, fuch 2^8 Great Britain , where money ii 
lent to government at three per cent, and to private 
people nppn gQod fecarity at four , and foar and 
a hqlf , t}ie prefent legal r4te , five per cent. , i« 
perhaps , fi8 proper as any. 

The \^g^\ rate , it is to be obferved , thoogh it 
ought to be fomewhat above, ought npt to be much 
abov.e the loweft market rate. If the legal rate of 
ilUereftinQreatJritain, for example, was fixed fa 
h igh a« eight or ten per cent , the greater part of the 
ip oney whi,ch was to be lent , would be lent to pro-, 
d;gals and projectors, ^yhp alone would be willing 
to give this high i^it^reft. Sober people, who will 
g77-e for the ufe of mpney no more than a part of 
what they are Uk^ly to make by the ufe of it, 
ivould i39t venture intp th^ competition. A great 
part of the capital of the country *vou]d thus be kept 
oi^t pf ^he ^ands which were moft likely to make 
a profit2^ble?^nd advantageous ufe of it, and thrown 
into thpfe which were moft likely to wafte and 
dcftroyit. Where the legal rate pfintereft, on the 
contrary , \b fixed but a very little above the loweft 
m vket rate, fpber people are nniverfally preferred, 
as» iD^prrpwers, , to prodigals and proje^Sors. The 
E?rfe« Yfh<i lends mo^cy gets nearly as much 
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jntereft from the former as he dares tp tdike from 
the latter , and his money is m,uch fafer in the 
hands of jhe one fet of people, than in thofe of 
the other. A great part of the capital of the 
country isi thus thrown into the hands in which it 
is molt likely to he employed with advantage. 

No law can reduce the common rate of intereft 
below the loweft ordinary niarket rate at the time 
when that law is made. Notwithftanding the edi£l 
pf 1766, by which the French king attempted to 
reduce the rate of intereft from five to four per cent. , 
money continued to be lent in France at five per 
icent. , the law being evaded in feveral diiferent ways. 

The ordinary market price of land , it is to be 
obferved , depends every-where upon the ordinary 
marked rate of intereft. The perfon who has a 
capital from which he wiflies to derive a revenue ,> 
without taking the trouble to employ it himfelf, 
deliberates whether he ihould buy land with it, 
or lend it out at intereft. The fuperior fecurity 
of lan4 , together with fome other advantages 
\^ hich almpft every-where attend upon this fpeciea 
of pri^perty , will generally difpofe him to con- 
tent hipifelf with a fmaller revenue from land , 
tlian what. h§ might have by lending out his mo-?, 
ney 2^t i^jereft. Thgfe advantages are fufficient 
to compenfate a certain difference of revenue ; 
but they -will compenfate a certain difference 
pnly ; and if the rent of land fliould fall Ihort of 
^lie intereft of money by a greater difference , no^ 
l)ody would buy land , \vhich would fpon reduce 
'm ordinary price* On the contrary , if the 
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advantages Aould much more than compenfate the 
differmce , every body would buy land , which 
again would foon raife its ordinary pric9. When 
int^reft was at ten per cent. , land was commonly 
fold for ten and twelve years purchafe. As in- 
tereft funk to fix , five , and four per cent. , the 
price of land rofe to twenty, five-and-twenty, and 
thirty years purchafe. The market rate of inter- 
eft is higher in France than in England ; and 
the common price of land is lower. In England 
ic commonly fells at thirty ; in France at twenty 
years purchafe. 

« HP • 

CHAP. V. 



Pf the different employment of Capitals^ 



T 



HOUGH all capitals are deftined for the 
maintenance of productive labor only , yet the 
quantity of that labor , which equal capitals are 
capable of putting into motion , varies extremely 
according to the diverfity of their employment ; 
as does likewife the value which that employment 
adds to the annual produce of the land and labor 
of the country. 

A capital may be employed in four different 
ways: either, firft, irt procuring the rude produce 
annually required for the ufe and confumption of 
the fociety ; or fecondly , in manufa£luring aild 
preparing that rude produce for immediate ufe and 
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confumption ; or, thirdly, in tranfporting either 
the rude or manufadured prodnce from the places 
vhere they abound to thofe where they are want- 
ed ; or , laftly , in dividing particular portions of 
either into fuch fmall parcels as fuit the occa- 
fional demands of thofe who want them. In the 
firit way are employed the capitals of all thofe 
who undertake the improvement or cultivation 
of lands , mines , or hiheries ; in the fecond , thofe 
of all mafter manufa£hirers ; in the third , thofe 
of all wholefale merchants; and in the fourth, 
thofe of all retailers. It is difficult to conceive 
that a capital fhonld be employed in any way 
which may not be clalfed under fome one or 
other of thofe four. 

Each of thofe four methods of employing a 
capital is effentially necelfary either to the exift- 
cnce or extenfion of the other three , or to the 
general conveniency^f the fociety. 

Unlefs a capital was employed in fumifliing 
rude produce to a certain degree of abundance , 
neither manufactures nor trade of any kind could 
exift. 

^ Unlefs a capital was employed in manu- 
facturing that part of the rude produce which 
requires a good deal of preparation before it can 
be fit for ufe and confumption , it either would 
uever be produced , becaufe there could be no 
demand for it; or if it was produced fpontah 
neoufly, it would be of no value in exchange, 
and could add nothing, to the wealth of the 
fociety. 
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Unleft a capital was employed in tranfporting, 
either the rude or manufadured produce from 
the places where it abounds to thofe where it ii 
wanted , no more of either cpuld be prodi^ced than 
v^as neceflary for the confumption of the neighs 
bourhood, The capital of the merchant exchanges 
the furplus produce of one place for that of another^ 
and thus encourages the induilry and increafes the 
enjoyments of both. 

Unlefs a capital was employed iii breaking and 
dividing certain portions either of the rude or 
xnanufa£iured produce , into fuch fmall parcels as 
fuit th^ occafional demands of thofe who want 
them, every man would be obliged to purchafea 
greater quantity of the goods he wanted, than 
(his immediate occafions required. If there was no 
fuch trade as a butcher, for example, every man 
Hvould be obliged to purchafe a whole ox or a 
whole fliefep at a tim^. This would generally be 
inconvenient to th^ rich , and much more fo to the 
poor. If a poor workman was obliged to purchafe 
a month's or fix months provifions at a time, a 
great part of the (lock which he employs as a ca- 
pital in the injlruments of his trade, or in thefur- 
niture pf his fliop , and which yields him a revenue,^ 
he would be forced to place in that part of his 
flock which is referved for immediate confumption. 
and which yields him no revenue. Nothing can be 
ihore convenient for fuch a perfon than to be able 
to purchafe his fubfiftence from day to day, or even 
from honr to hour, as h^ wants it. He is thereby 
enabled to employ almoft his whole ftodl^ as i 
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capital. He is thus en^lbled to futnifli Work to a 
greater Value , and the profit, Which he makes by 
it in this way , much mote than compenfates the 
lidditiotill price which the profit of the retailed 
impofes upon the goods. The prejudices of fomd 
political writers againft fliopkeepers arid ttadefmenj 
are altogether without foundation. So far is it from 
being neceflfary , either to tax them , or to reflrift 
their numbers , that they can never be multiplied 
fo as to hurt the public , though they may fo at 
to hurt one another. The quantity of grocery goodg, 
for example , which can be fold in a particular 
town , is limited by the demand of that town and 
its neighbourhood. The capital , therefore , Which 
can be employed in the grocery trade cannot ex- 
ceed what is fufficieilt to purchafe that quantity. 
If this capital is divided between two different 
grocers, their competition will tend to make both 
of them fell cheaper, than if it were in the handd 
of one only ; and jf it were divided among twenty, 
their competition would bejuflfomuch the greater^ 
tod the chance of their combining together , in 
order to raife the price , jufl fo much the lefs. Theit 
competition might perhaps ruin fome of themfelvesj 
but to take care of this is the bufmefs of the parties^ 
concerned, and it may fafely be trufted to their 
difcretion. It can never hurt either the cohfumer, 
6r the producer; on the contrary , it muft tend td 
make the retailers both fell cheaper and buy dearer, 
than if the whole trade was monopolized by one 
Or two perfons. Some of them, perhaps, may 
fometimes decoy a weak cultomer to buy what 
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he has no occafion for. This evil , however , is of 
too little importance to deferve the public atten*- 
tion, nor would it necellarily be prevented by 
reftriAing their numbers. It is npt the multitude 
of ale-houfes , to give the mofifufpicious example ^ 
that occafions a general difpofition to drunkennefs 
among the common people, but that difpofition 
arifing from other caufes neceflarily gives employ- 
ment to a multitude of ale-houfes. 

The perfons whofe capitals are employed in 
any of thofe four ways are themfelves produ6^ve 
laborers. Their labor , when properly di- 
rected , fixes and realizes itfelf in the fubje£l or 
vendible commodity upon which it is bellowed , 
and generally adds to its price the value at leaft 
of their own maintenance and confumption. 
The profits of the farmer, of the manufacturer, 
of the merchant, and retailer, are all drawn from, 
the price of the goods which the two firft pro- 
duce , and the two laft buy and fell. Equal ca- 
pitals , however , employed in each of thofe four 
different >vays , will immediately put into motion 
very diflFererit quantities of productive labor, 
and augment too in very different proportions 
the value of the annual produce of the land and 
labor of the fociety to which they belong. 

The capital of the retailer replaces , together 
with its profits , that of the merchant of whom he 
purchafes goods , and thereby enables him to 
continue his bufinefs. The retailer himfelf is 
the only productive laborer whom it imme- 
diately employs. In his. profits, confiils the 
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whole value which its employment adds to thean^ 
nual produce of the land and labor of the fociety. 

The capital of the wholefale merchant re- 
places, together with their profits, the capitals of 
the farmers and manufaflurers of whom he pur- 
chafes the rude and manufaflured produce which 
he deals in , and thereby enables them to con- 
tinue their refpe<Qive trades. It is by this fer- 
vice chiefly that he contributes indire<3ly to fup-» 
port the produflive labor of the fociety , and to 
increafe the value of its annual produce. Hif 
capital employs too the failors and carriers whp 
tranfport his goods from one place to another^ 
and it augments the price of thofe goods by thjt 
value, not only of bis profits , but of their \vages. 
This 18 all the productive labor which it imme^ 
diately puts into motion , and all the value \vhich 
it immediately adds to the annual produce. It$ 
operation in both thefe refpedls is a good deal 
foperior to that of the capital of the retailer. 

Part of the capital of the mafter manufaCluret 
is employed as a fixed capital in the inftrumentf 
of his trade , and replaces , together with its pro- 
fits , that of fome other artificer bf whom he pur- 
chafes them. Part of his circulating capital ip 
employed in purchafmg materials, and replaces, 
with their profits , the capitals of the farmers an4 
miners of whpm he purchafes them. But a great 
part of it is always , either annually , or in a much 
fliorter period, diftributed among the different 
workmen whom he employs. It augments the 
value of thofe materials by their wages , and by 
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their itiafters' profits npon the whole ftock of wagw^ 
^ materials 9 and inftrumehts of trade employed in the 
buiine& It pttts immediately into motion, therefore, 
a much greater quantity bfprodudlive laboi-, and 
adds a much greater valuer to the annual produce 
of the land Ind labor of the fociety, than an equal 
'4:apital in the hands of aiiy wholefale merchant 

No equal capital puts ipto motion a greater 
tjuantity of produftlve labor than that of ihe 
fiurmer. Not only his laboring fervants, but 
his laboring cattle , are produAive laborers. Iii 
itgriculture too, nature labors along with man; 
and though her labor colls no expenfe, its pro* 
duce has its value , as well as that of the ihoft ex« 
penlive workmen. The mod importarir opera- 
tions of agricultcil;e feem intended , hot fo much 
to intreafe , though they do that tob , as to direct 
the felrtility of nature tdwards the prbduflion of 
the planti moft profitable to man. A field over- 
grown With briars and brambles may frequently 
produce as great a quantity of vegetables as the 
beft cultivated vineyard or coril field. Planting 
and tillage frequently regulate more than they 
animate the aflive fertility of nature , and after 
all their labor , a great part of the \Vork always 
remains to be done by her. The laborers and 
laboring cattle, therefore j emplbyed in agri- 
culture , tiot only occafion , like the workmen iii 
tnanufa^ures , the reproduflion of a value equal 
to their oWri confumption , or to the capital which 
employs them , together with its owners* profits j 
bit of a much greater vallue. Over and abov6 

thi* 
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the capital of the farmer and all its profits, they 
regularly occafion the reproduftion of the rent of 
the landlord. This rent maybeconlidered as the 
produce of thofe powers of nature, the ufe of 
which the landlord lends to the farmer. It is greater 
or fmaller according to the fiippofed extent of 
thofe powers, or in other words, according to 
the fnppofed natural or improved fertility of the 
land. It is the \^rk of nature which remains after 
deducing or compenfating every thing which can 
be regarded as the work of man. It is feldom lefs 
than a fourth, and frequently more than a third 
of the whole produce. No equal quantity of pro- 
duiSive labor employed in manufaflures can* ever 
occafion fo great a reproduflion. In them nariire 
does nothing; man does all; andthereproduflioa 
ttiu ft always be in proportion totheftrength nf the 
&genfs that occafion it. The capital employed in 
agriculture, therefore, not only puts into motion 
a gteatsj quantity of produ£live labor thm any 
equal capital employed in manufactures, but in 
proportion too to the quantity of produflive- lal>or 
which it employs, it <jdds a much greater value 
to the annual produce of the land and labor of • 
the country, to the real wealth and revenue of its 
inhabitants. Ctf all the ways in which a capital 
can be employed, it is by far thig mofl advantageous 
to the fociety. 

The capitals employed in the agriculture and 

in the retail trade of any fociety, mufl always 

refide within that fociety* Their employment is 

confined almoft to a precife fpot, to the farm, 

/f. of N. Q. - 10 ^^......i^ 
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and to the (hop of the retailer. They muft ge- 
nerally too , though there are feme exceptions to 
this, belong to relident members of the fociety. 

The capital of a wholelale merchant, on the 
contrary , feems to have no fixed or neceffary re- 
fidence any-where , but may wander about from 
place to place, according as it can either buy 
cheap or fell dear. 

The capital of the mannfaflurer muft no doubt 
refide where the manufacture is carried on ; but 
where this fliall be is not always neceffarily deter* 
mined. It may frequently be at a great diflaiice 
both from the place where the materials growj 
^nd from that where the complete manufaClure is 
confumed. Lyons is very diftant both from the 
places which afford the materials of its manufac- 
tures, and from thofe which confume them. The 
people of fafluon in Sicily are clothed in filks made 
in other countries , from the materials which their 
9wn produces. Part of the wool of Spain is manu- 
|a£lured in Great Britain , and fome part of that 
cloth is afterwards fent back to Spain. 

Whether the merchant whofe capital exports 
the furplus produce of any fociety be a native or 
^ foreigner, is of very little importance. If he is 
a foreigner, the number of their produflive la- 
borers is neceffarily lefs than if he had been a 
native by one man only; and the value of their 
annual produce , by the profits of that one man. 
The failors or carriers whom he employs may Hill 
belong indifferently either to his country , or to 
th«ir country , or to fome third country , in the 
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fame manner as if he had been a native. The 
capital of a foreigner gives a value to their fur- 
plus produce equally with that of a native, by 
exchanging it for fomething for which there is a 
demand at home. It as eflFeflually replaces the 
capital of the perfon who produces that furplus, 
and as effedually enables him to continue his 
bufinefs; the fervice by which the capital of a 
vvholefale merchant chiefly contributes to fupport 
the produflive labor, and to augment the value 
of the annual produce of the fociety to which he 
belong?. 

It is of more confequence that the capital of 
the manufacturer fhould refide within the coun- 
try. It neceflarily puts into motion a greater 
quantity of productive labor, and adds a greater 
value to the annual produce of the land and la- 
bor of the fociety. It may, however, be very, 
ufefnl to the country, though it fliould not refide 
within it. The capitals of the BritiOi manu- 
fedurers who work up the flax and hemp an- 
nually imported from the coafts of the Baltic, are 
fnrely very ufeful to the countries which produce 
them. Thofe materials are part of the furplus 
produce of thofe countries which , unlefs it waa 
annually exchanged for fomething which is in 
demand there, would be of no value , and would 
foon ceafe to be produced. The merchants who 
export it , replace the capitals of tile ptople who 
produce it , and thereby encourage them to con- 
tinue the production.; and the Britifli manufacSurery 
xeplace th^ (japitak of .thofe merchants. 



148 THE NATURE AND CAUSES OF 

A particular country , in the fame manner as a 
particular perfon , may frequently not have capital 
fufficientbothto improve and cultivate all its lands, 
to manufacture and prepare their whole rude pro- 
duce for immediate ufe and confumption , and to 
tranfport the furplus part either of the rude or 
manufactured produce to thofe diftant markets 
where it can be exchanged for fomething for which 
there is a demand at home. The inhabitants of 
many different parts of Great Britain have not 
capital fuflicient to improve and cultivate all their 
lands. The wool of the foutheni counties of Scot- 
land is, a great part of it, after a long land car- 
riage through very bad roads, manufactured in 
Yorkfliire, for want of a capital to manufacture it 
at home. There are many little manufacturing 
towns in Great Britain , of which the inhabitants 
^have not capital fuflicient to tranfport the produce 
of their own induftry to thofe diftant markets where 
there is demand and confumption for it. If there 
are any merchants among them , they are properly 
only the agents of wealthier merchants who refide 
in fome of the greater commercial cities. 

When the capital of any country is not fufli- 
cient for all thofe three purpofes , in proportion 
as a greater (hare of it is employed in agricul- 
ture , the greater will be the quantity of pro- 
ductive labor which it puts into motion within 
the countty; 2s will likewife be the value which 
its employment adds to the annual produce of 
the land and labor of the fddety. After agri- 
culture , the capital employed in manufactures 
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puts into motion the greateft quantity of pro- 
duflive labor , and adds the greateft value to 
the annual produce. That which is employed 
in the trade of exportation , has the leaft effedi of 
any of the three. 

The country , indeed , which has not capital 
fiifficient for all thofe thr^e purpofes, has not 
arrived at that degree of opulence for which it 
feems naturally deftined., To attempt; , however ^ 
preniaturely and with an infufficient capital , to 
do all the three, is certainly not the fliorteft way 
for. a foci^ty> "^ more than it would be for an 
individual, to acquire a fufficient one. The capital 
of all the individuals of a, nation , has its limits in 
the fame manner as that ofafmgle individual, and 
is capable of executing only certain, purpofes The 
capital of all the individuals of a na|tion is increafed 
in the fame manner as that of a fingle individual, 
by their continually accumulating and adding to 
it whatever they fave out of their revenue. It is 
likely to increafe the fafleft , therefore , when it is 
employed in the way that affords the greateft re- 
venue to all the inhabitants of the country, ^ 
they will thus be enabled to make the greateft 
favings. But the revenue of all the inhabitants of 
the country is neceffarily in proportion to tlie value 
of the annual produce of their land and labor. 

It has been the principal caufe of the^ rapid 
progrefs of our American colonies towards wealth 
and greatnefs, that almoft their whole capitals 
have hitherto been . employed in agriculture. 
They have no nianufaiSur^s, thofe hQuCehoId and 
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coarfer manufadlures excepted which neceflarily 
accorhpany the progrefs of agriculture , and which 
are the work of the women and children in every 
private family. The greater part both of the ex- 
portation and coafting trade of America, iscarried 
on by the capitals of merchants who refidein Great 
Britain. Even the (lores and warehoufes from which 
goods are retailed in fome provinces, particularly 
in Virginia and Maryland, belong many of them 
to merchants who refide in the mother country, 
and afford one of the few inflances of the retail 
trade of a fociety being carried on by the capitals 
of thofe who are not refident members of it. Were 
the Americans, either by combination or by any 
other fort of violence, to ftop the importation of 
European manufaftures , and, by thus giving a 
monopoly to fuch of their own countrymen as 
could manufa6lure the like goods , divert any confi- 
derable part of their capital into this employment , 
they would retard inftead of accelerating the 
further increafe in the value of their annual pro- 
duce, and would obftrufl inftead of promoting 
the progrefs of their country towards real wealth 
and greatnefs. This would be ftill more the cafe, 
%vere they to attempt, in the fame manner, to mono- 
polize to themfelves their whole exportation trade. 
The courfe of human profperity , indeed, feems 
fcarce ever to have been of fo long continuance' 
as to enable any great country to acquire capital 
fufficient for all thofe three purpofes; unlefs, 
perhaps, we give credit to the wonderful ac- 
counts of the wealth and cultivation of China, 
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of thofe of ancient Egypt, and of the ancient 
ftate of Indoftan. Even thofe three countries , 
the vvealthieft, according to all accounts, that 
ever were in the world , are chiefly renowned for 
their fuperiority in agriculture and manufaC' 
tures. They do not appear to have been emi- 
nent for foreign trade. The ancient Egyptians 
had a fuperftitious antipathy to the fea; a fuper- 
ftition nearly of the fame kind prevails among 
the Indians; and the'Chiilefe have never excelled 
in foreign commerce. The greater part of the 
furplus produce of all thofe three countries feems 
to have been always exported by foreigners , who 
gave in exchange for it fomething elfe for which 
they found a demand there , frequently gold and 
filver. 

It is thus that the fame capital will in any 
country put into motion a greater or fmaller 
quantity ofproduflive labor, and add a greater 
or fmaller value to the annual produce of its 
land and labor, according to the different pro- 
portions in which it is employed in agriculture , 
manufaflures, and wholefale trade. The diflFer- 
ence too is very great, according to the different 
forts of wholefale trade in which any part of it is 
employed^ 

All wholefale trade, all buying in order to 
fell again by wholefale, may be reduced to three 
different forts. The home trade, the foreign 
trade of confumption, and the carrying trade. 
The home trade is employed in purchafing in one 
part of the fame country , and felling in another. 



i5q the nature and CAUSES QF 

the produce of the induftry of that country. It 
comprehends both the inland and the coafUng 
trade. The foreign trade of comfumption is em- 
ployed in purchafing foreign goods for home con- 
fumption. The carrying trade is employed in tranf- 
afling the commerce of foreign countries, or in 
carrying the furplus produce of one to another. 
The capital which is employed in purchafing 
in one part of the country in order to fell in an- 
other the produce of the induftry of that country, 
generally replaces by every fuch. operation two 
diftind capifaU that had both been employed in 
the agriculture or manufactures of that country, 
and thereby enables them to continue that em- 
ployment. When it fends out from the refidence 
of the merchant a certain value of commodities, 
it generally brings back in return at leaftan equal 
value of other commodities. When both are the 
produce of domeftic induftry , it neceffarily re- 
places by every fuch operation two diftinii capi- 
tals , which had both been employed in fupport- 
ing produflive labor, and thereby enables them 
to continue that fupport. The capital which 
fends Scotch manufaflures to London, and brings 
back Englifh corn and manufaflures to Edin- 
burgh, neceffarily replaces, by every fuch ope- 
ration , two Britifli capitals which had both been 
employed in the agriculture or manufactures of 
Great Britain. 

The capkal employed in purchafing foreign 
goods for home-confumption, when this purchafe 
is made yvitli the produce of domeftic induftry, 
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replaces too , by every fuch operation , two dif- 
tin^i. capitals; but one of them only is employed 
in fupporting domefticinduftry. The capital which 
fends Britifli goods to Portugal, and brings back 
Portuguefe goods to Great Britain, replaces by 
every fuch operation only one Britifli capital. 
The other is a Portuguefe one. Though the 
returns, therefore, of the foreign trade of con- 
fumption fliould be. as quick as thofe of thehome- 
trade , the capital employed in it will give but 
one-half the encouragement to the induftry or 
prodnflive labor of the country. 

But the returns of the foreign trade of cpnfump- 
tion are very feldom fo quick] as thofe of the home- 
trade. The returns of the home-trade generally 
come in before the end of the year, andfometimes 
three or four times in the year. The returns of the 
foreign trade of confumption feldom comeinbefore 
the end of the year, and fometimes not till after 
two or three years. A capital, therefore,, em- 
ployed in the home-trade will fometimes make 
twelve operations , or be fent out and returned 
twelve times, before a capital employed in the 
foreign trade of confumption has made one. If 
the capitals are equal, therefore , the one will give 
four-and-twenty times more encouragement and 
fupport to the induftry of the country than the other. 

The foreign goods for home -confumption may 
fometimes be purchafed , not with the produce o 
domeftic induftry , but with fome other foreign 
goods. Thefe laft , however , muft have bee n 
purchafed either immediately with the produce 
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of domeftic induftry ; or with fomething elfe that 
hid been purchafed with it; for, the cafe of war 
and conqueft excepted, foreign goods can never be 
acquired, but in exchange for fomething that had 
been produced at home, either immediately, or 
after two or more different exchanges. The effe£U 
therefore , of a capital employed in fuch a round- 
about foreign trade of conliimption , are , in 
every refpefl , the fame as thofe of one employed 
in the moll direfl trade of the fame kind, except 
that the final returns are likely to be flill more 
diftant, as they mull depend upon the returns 
of two or three diftinfl foreign trades. If the flax 
and hemp of Riga are purchafed with the tobacco 
of Virginia, which had been purchafed with Bri- 
tilli manufaflures , the merchant muft wait for the 
returns of two diftinft foreign trades before he can 
employ the fame capital in re-purchafing a like 
quantity of Britifh mannfaflures. If the tobacco 
of Virginia had been purchafed , not with Britilli 
manufaflures , but w*ith the fugar and rum of 
Jamaica which had been purchafed with thofe 
manufaflures , he muft wait for the returns of three. 
If thofe two or three diftin6l foreign trades 
fhould happen to be carried on by two or three 
dillinft merchants, of whom the fecond buys the 
goods imported by the firft , and the third buys 
thofe imported by the fecond ; in order to export 
them again, each merchant indeed will in this 
cafe receive the returns of his own capital more 
quickly ; but the final returns of the whole capi- 
tal employed in the trade will be juft as flow as 



THE WEALTH OF NATIONS. i55 

ever. Whether the whole capital employed in 
fuch a roun4-about trade belong to one merchant 
or to three, cafi make no difference with regard 
to the country, though it may with regard to the 
particular merchants.. Three times a greater ca- 
pital muft in both cafes be employed , in order to 
exchange a certain value of Britilh manufaflures 
for a certain quantity of flax and hemp , than 
would have been neceflary , had the manufa6iures 
and the flax and hemp been direflly exchanged 
for one another. The whole capital employed', 
therefore , in fuch a round-about foreign trade of 
confumption, will generally give lefs encourage- 
ment and fupport to the productive labor of th« 
country , than an equal capital employed in a more 
direct trade of the fame kind. 

Whatever be the foreign commodity with 
which the foreign goods for home-confumption 
are purchafed , it can occafion no effential differ- 
ence either in the nature of the trade , or in the 
encouragement and fupport which it can give to 
the produflive labor of the country from which 
it is carried on. If tliey are purchafed with the 
gold of Brafil , for exaofiple, or with, the filver of 
Peru, ^his gold and filvel*, like the tobacco of 
Virginia, muft have been purchafed with fome- 
thing that either was the produce of the induftry 
of the country, or that had been purchafed with 
fomething elfe that was fo. So far , therefore , 
as the produflive labor of the country is con-' 
cerned , the foreign trade of confumption which 
is carried on by means of gold and filver , has all 
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the advantages and all the inconveniencies of any 
other equally round-about foreign trade of con- 
fumption, and will replade juft as fait or juft as 
ilony the capital which is immediately employed 
in fupporting that prodoflive labor. It feems even 
to have one advantage over any other equally 
round-about foreign trade. The tranfportation of 
thofe metals from one place to another , on ac- 
count of their fmrall bulk and great value, is lefs 
cxpeniive than that. of almoft any other foreign 
goods of equal value. Their freight is much lefe, 
and their infurance not greater ; and no goods, 
befides, are lefs liable to fuffer by the carriage. 
An equal quantity of foreign goods , therefore, 
may frequently be purchafed with a fmaller quan- 
tity o^ the produce of domeftic induftry , by the 
intervention of gold and lilver, than by that of 
any other foreign goods. The demand of the 
country may frequently , in this manner , be fup- 
plied more completely and at a fmaller expenfe 
than in any other. Whether, by the continual 
exportation of thofe metals , a trade of this kind 
ift lively to empoverifli^the country from which it 
is carried on , in any other way , I ftiall have oc- 
cafion to examine at great length hereaftg". 

That part of the capital of any country which 
is employed in the carrying trade, is altogether 
withdrawn from fupporting the produdive la- 
bor of that particular country , to fupport that 
of fome foreign countries. Though it may re- 
place by every operation two diftin<S capitals, 
y^t neither of them belongs to that particular 
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country. The capital of the Dutch merchant, 
which carries the corn of Poland to Portugal, 
and brings back the fruits and wines of Portugal 
to Poland, replaces by every fuch operation two 
capitals, neither of which had been employed in 
fupporting the produflive labor of Holland ; but 
one of them in fupporting that of Poland, and 
the othei^that of Portugal. The profits only return 
regularly to Holland, and conftitute the whole 
addition xVhidh this trade neceffarily makes to the 
annual produce of the land and labor of that 
country. When, indeed, the carrying trade of any 
particular country is carried on with the iliips and 
failors of that country , that part of the capital 
employed in it wliich pays the freight, is diftri- 
buted among"^, and puts into motion, a certain 
number of produilive laborers of that country. 
Almoft all nations that have had any confiderable 
Ihare of the cirrying trade have, in fafl, carried it 
on in this manner. The trade itfelf has probably 
derived its namfe from it, the people of fuch coun- 
tries being the carriers to other countries. It does 
not, however; feem eflential to the nature of the 
trade that it fliould be fo. A Dutch merchant may, 
for example, employ his capital in tranfafling the 
commerce of Poland and Portugal , by carrying part 
of the furplus'ptoduce of the one to the other, not 
in Dutch, but in Britifh bottoms. It may be pre- 
famed, that he afiually does fo upon fome parti- 
cular occaiions. It is tipon this account, however, 
that the carrying trade has 43een fuppofed pecu- 
liarly advantageous tb fuch a country as Gi^eat 

) 
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Britain , of which the defence and fecurity depend 
upon the number of its failors and fliipping. But 
the fame capital may employ as many failors and 
fliipping, either in the foreign trade of confump- 
tion, or even in the hpme-trade, when carried on 
by coafting veflels, as it could in the carrying 
trade. The number of failors and fhipping which 
any particular capital can employ, does not depend 
upon the nature of the trade, but partly upon the 
bulk of the goods in proportion to their value, 
and partly upon the diftance of the ports between 
which they are to be carried ; chiefiy upon the 
former of thofe two circumftances.. The coal- 
trade from Newcaftle to London, for example, 
employs more fliipping than all the carrying trade 
of England , though the ports are at no great 
diftance. To force, therefore, by extraordinary 
encouragements, a larger fliare of the capital of 
any country into th^ carrying trade, than what 
would naturally go to it , will npt always necef* 
farily increafe the fliipping of that country. 

The capital , therefore , employed in the home- 
trade of any country will generally give encou- 
ragement and fupport to a grea^ter quantity of 
produ6hve labor in that country , and increafe 
the value of its annual produce more than an equal 
capital employed in the foreign trade of con- 
fumption : and the capital employed in this lat- 
ter trade has in both thefe refpe<Ss a ftill greater 
advantage over an equal capital employed \n the 
carrying trade. The riches, and fo far as power 
depends upon riches, the powerof every country^ 
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mufl always be in proportion to the value of its 
annual produce , the fund from which all taxes 
muft ultimately be paid. But the great obje<^ of 
tlie political ceconomy df every country , is to 
increafe the riches and power of that country. It 
ought, therefore, to give no preference nor fupe- 
rior encouragement to the foreign trade of con- 
fumption above the home-trade, nor to the car- 
rying trade abwe either of the other two. It 
ought neithei^to force nor to allure into either of 
thofe two channels , a greater fhare of the capital 
of the country than what would naturally flow 
into them of its own accord. 

Each of thofe diiFerent branches of trade , 
however , is not only advantageous , but necefTary 
and unavoidable, when the courfe of things, without 
any conftraint or violence , naturally introduces it. 

When the produce of any particular branch 
of induftry exceeds what the demand of the 
country requires, thefurplusmuft be fent abroad, 
and exchanged for fomething for which there is 
a demand at home. Without fuch exportation , 
a part of the productive labor of the country 
muft ceafe, and the value of its annual produce 
diminifli. The land and labor of Great Bri- 
tain produce generally more corn , woollens , 
and har^ ware, than the demand of the home- 
market requires. The * furplus part of them , 
therefore, muft be fent abroad, and exchanged 
for fomething for which there is a demand at 
home. It is only by means of fuch exportaticm j 
that this iurplus can acquite a value fufficiexit to 
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compenfate the labor and expenfe of producing 
it. The neighbourhood of the fea coaft, and 
the banks of all navigable rivers , are advan- 
tageous fituations for induftry , -only becaufe rhey 
facilitate the exportation and exchange of fuch 
furplus produce for fomething elfe whicli is more 
in demand there. 

When the foreign goods which are thiis pur- 
chafed with the furplus produceoof domellic in- 
duftry exceed the demand of the home - market, 
the furplus part of them mufl: befent abroad again, 
and exchanged for fomething more in demand at 
home. About ninety-fix thoufand hogflieads of 
tobacco are annually purchafed in Virginia and 
Maryland , with a part of the furplus produce of 
Britifli induftry. But the demand of Great Britain 
does not require , perhaps , more than fourteen 
thoufand. If the remaining eighty-two thoufand, 
therefore , could not be fent abroad and exchanged 
for fomething more in demand at home , the im- 
portation of them muft ceafe immediately , and 
with it the produflive labor of all thofe inhabit- 
ants of Great Britain, who are at prefent em- 
ployed in preparing the goods with which thefe 
eighty-two thoufand hogflieads are annually pur- 
chafed. Thofe goods , which are part of th e produce 
of the land and labor of Great Britain, having no 
market at home, and being deprived of that which 
they had abroad ^ muft ceafe to be produced. 
The moft round-about foreign trade of confump- 
tion , therefore , may , upon fome 6cca£ton , 
be as necefTary for fdpporting Jthe - produflivfe 

labor 
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labor of the country , and the value of its annual 
produce , as the moft dire61. 

When the capital ftock of. any country is in- 
creafed to fuch a degree, that it cannot be all 
employed in fupplying the confumption , and 
fupporting the produflive labor of that particular 
country , the furplus part of it naturally difgorges 
itfelf into the carrying trade, and is employee! in 
performing the fame offices to other countries. 
The carrying; trade is the natural effe£i and fymp- 
torn of great national wealth ; but it does not 
feem to be the natural caufe of it. Thofe ftateO- 
men who have been difpofed to (favor it with 
particular encouragements, feem to have miftakea 
the eSe€i and fymptom for the caufe. Holland^ 
in proportion to the extent of the land and the 
number of its inhabitants, by far the richefl coun^ 
try in Europe , has , accordingly, the greateftfhare 
of the carrying trade of Europe. England, perhapt 
the fecond richeft country of Europe , is likewife 
fuppofed to have a confiderablefliareofit; though 
what commonly paiTes for the carrying trade of 
England , will frequently , perhaps , be found to 
be no more thatt a round-about foreign trade of 
tonfumption. Such are, in a great meafure , the 
trades which carry the goods of the Eaft and 
Weft Indies , and of America , to difiertnt Euro- 
pean markets^ Thofe goods are generally purchafed 
either immediately with the produce of Bridfli 
indufiry/y or with fdmething elfe which 'had been: 
purchafed with thatprofluoe ,- and the final returns 
of thofe* trades ,ar^ ^generally ufed or cohfumed 
IV. of N. Q. lu 
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in Great Britain. The trade which is carried oil 
in Britifli bottoms between the different ports of 
the Mediterranean, and fome trade of the fame 
l^ind carried on by Britiih merchants between the 
^iffer^nt ports of India, make , perhaps , the prin-« 
eipal branches of what is properly the carrying 
trade of Great Britain. 

. The extent of the home trade and of the capital 
\vhichcan be employed in it , is neceflarily limited 
by the value of the furpius produce of all thofe 
4iftant places within the country which have 
occafion to exchange their refpe^ive productions 
vrith one another. That of the foreign trade of 
Confumption, by the value of the furpius produce 
iff the whole country and df what can be porchafed 
with it That of the carrying trade by the value 
of the forplus product^ of aU the different countries 
in tbe world Its poflibie extent , therefore, is in 
a manner infinite in comparifon of that of the othec 
two, and is capable of abfprbing the greatefl capkals* 
ITie confidecation of his owb private profit , k 
the fole mothie which determines the owner of 
any capital tq epiploy it either in agriculture , in 
manufa^hires , or in fome particalar branch of 
the wholeiale or retail trade. The different 
quantities of produ^ve labor which it may put 
into motioa, and the different values which il 
may add to the annual produce of the land. an4 
labor of the fociety , according as it is employed 
in one or other of thofe different ways i^e^ei 
enter into his thoughts. In cpuncries , therefiore $ 
where agricultuie i; the ^<^ pnAufole of all 
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ethpl^ym^Dts^, ami femikig dn^i impscrving the 
mo{ia¥re(£^raatd9t6afplencUdfc» ^ tfac caj^tals 
of mdfftridualjr will natumlly be employecbm die 
manne]" mofl adVkrrtageousi tcvtbe whole iociety. 
IPhe profits 6( agricttlwif ir i howeviiir ^ feem to have 
no fuperiority ov^r tlictfe <ii? ortier employnfents 
in any part of Europe. Projeftors, indeed, in 
every corner of it, have within thefe few years 
amufed the public with moft magnificent accounts 
of the profits to be made by the cultivation and 
improvement of land. Without entering into any 
particular difcuffion of their calculations, a very 
fimple obfervation may fatisfy us that the refult 
of them muft be falfe. We fee every day the 
moft fplendid fortunes that have been acquired 
in the courfe of a fmgle life by trade and manu- 
fa^ures, frequently from a very (mail capital, fome- 
times from no capital. A fingle inftance of fuch 
a fortune acquired by agriculture in the fame time , 
and from fuch a capital, has not, perhaps , occur- 
red in Europe during the courfe of the prefent 
century. In all the great countries of Europe , 
however, much good land ftill remains uncultiva- 
ted , and the greater part of what is cultivated , is far 
from being improved to the degree of which it is 
capable. Agriculture , therefore , is almoit every- 
where capable of abforbing a much greater capital 
than has ever yet been employed in it. What 
circumltances in the policy of Europe have given 
the trade which are carried on in towns fo great 
an advantage over that which is carried on in 
the country , that private perfons frequently find 
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it more for their advantoge to employ their capitatt 
in the moft difiant carrying tiades of Afia and 
America , than in the improvement and cultiva^ 
tion of the moA fertile fields in their own neigh* 
boorhood ^ I Aall endeavour ,to explain at full 
length in the two fdUbwis^ boojks* 
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Cf the naturtl Progrefs of Opulence. 



H E great commerce of eveiy civilized fociety , 
is that carried on between the inliabitants of the 
town and thpf<& of the country. It confifts in the 
exchange df rude for manufaAured produce, either 
immediately^ or by the intervention of tticmey^ 
or of fome fort of paper which reprefents money. 
The country fupplies the town with the means 
of fubfiflence , and the materials of mannfa^iuret 
The town repays this fupply by fending back a 
part of the manufactured produce td the inhabit* 
ants of the country. The town , in which there 
neither is nor can be any reproduction of fubftances, 
may very properly be faid to gain its whole wealth 
and fubfiftence from the country. We muft not 
however , upon this account, imagine that the 
gain of the toWn is the loft of the country. The 
gains of both are mutual and reciprocal , and the 
dtvifion of labor is in this, as in all other cafes, 
advantageous to all the different perfons employed 
in the various occupations into which it is fubdivided 
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The inhabitants of the country purchafe of the 
town a greater ({uantity df Im^ioi faired goods ^ 
with the produce of a much (mailer quantity of 
their own labor, than they muft have employed 
had they attenlpted to prepare them themfelves; 
The town affords a market for the fqrplus produce 
of the country , or what is over and above the 
maintenance of the cultivators , and it is there 
that the inhabitants of the country exchange it 
for fomething elfe which is in demand among 
them. The greater the ii«ml>er*and revalue of 
the inhabitants of the town , the more extenfiv^ 
is the market which it affords to thofe of the 
country; and the inore exteniive that market, it 
i& always the more adv^ntageoui; to a great num« 
bet. The corn which grows within a mile of the 
town, feUs there for the fame price with that 
which comes from twenty miles diftance. But 
the price of the latter muft generally, not only 
pay the expenfe of raifmg and bringing it to 
market , but afford too the ordinary profits of 
agriculture to the farmer. The proprietors and 
cultivators of the country, therefore, which lies 
in the neighbourhood of the town , over and above 
thia ordihary profits of agriculture, gain, in the 
price of what they fell , the whole value of -the 
carriage of the like produce that is brought from, 
more diftant parts, and they fave, befides, the 
whole value of this carriage in the pric^ of what 
they buy. Compare the cultivation of the lands 
In the neighbourhood of any confiderable town , 
with that of thofe which lie at forne difianc^ 
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from it , and you will eafily fatbfy yonrfelf how 
much the country is lienefited by the commerce 
of the town. Among all the abfurd fpeculationk 
that have been propagated concerning the ba«- 
lance of trade , it has never been pretended that 
either the country lofes by its commerce with the 
town , or the town by that with the country which 
maintains it. 

As fubfiftence i» , in the nature of things , prior 
to conveniency and luxury , fo the induftry which 
procures the former, mult neceifarily be prior to 
that which minifters to the latter. The cultivation 
and improvement of the country, therefore, which 
affords fubfiftence , muft, neceffartly , be prior to 
the increafe of the town , which furn'rflies only the 
means of conveniency and luxury. It is the ftnrplm 
produce of the country only , or what is oveir 
and above the maintenance of the cultivators^ 
that conAitutes the fubfiftence of the town, which 
can therefore increafe only with thb increafe of 
diis furplus produce. The tovm^ indeed, may 
not always derive its whole fubfiftence from thfc 
country in its neighbourhood ^ or dven from the 
territ5ory to which it belongs , but from very dift^ 
ant countries ; and this , though it forms no 
exception from the general rule , has occafioned 
confiderable variations in the progrefs of opulence 
in different duges and nations. 

That order of things which necelHty Impofe* 
in* general , though not in m^ry particular coun- 
try , is, in every particular country, promoted 
by the natural inclinationi of man^ If iiotnaa 
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inftltotions had never thwarted thofe natural incU^ 
nations , the towns could no-where have increafed 
beyond what the improvement and cultivation 
of the territory in which they were 0tuated could 
fupport; till fuch time, at leaA) as the whole of 
that territory was completely cultivated and im^ 
proved^ Upon equal or nearly equal profits, 
moft men will cbufe to employ their capitals 
rather in the improvement and cultivation of 
land, than either in manufa£iures or in fbrei^ 
trade. The man who employs his capital in 
land , has it more under his view and command , 
and his fortune is much lefii liable to accidents, 
than that of the trader, who is obliged frequently 
to commit it , not only to the winds • and the 
.^aves , but to the more uncertain elements of 
htitnan folly and injuftice , by giving great credits 
^n dtftant eountiies to men, with whofe character 
and fituation he can feldom be thoroughly ac- 
quainted. The capital of the landlord, on the 
contrary > which is fixed in the improvement of 
his land , feems to be as well fecured as the nature 
of human affairs pan admit of. The beauty of 
the country b^tdea, the pleafures of a country 
life , the tranquillity pf mind which it promifes , 
and wherever the injuftice of human laws does 
not difturb it^ the independency which it really 
affords , have charms that meore qc left attrad 
every body; and'^ to (sultivate the ground was 
the original de(lifiation of man, fo in every ftage 
bf his exiftence he feems to retain a predile^ion 
for this primniye fitjpaplQymeat, .... 
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Without the ailUlance 4>f(ame artificen, indeedi 
the cuUivation of land* cunnot be carried on , but ' 
vfitb great ineonveniettcy and continual interrupt 
tion,$mith8|Carpent^r8»vhee)«wrightft,andplought 
wrighti,^ mafiufis, and bricklayers , tanners, ihoe^ 
makers,. 2|ad taylors, are people, whofe fervic^ 
the farn^erbltft frequent occafion for. Such artificers 
too Aapd, .Qcpafionally , in need of the ^^fifta^ce 
of one another^ and a$ tb^ir refidence is not , like 
that of the farmi^r , neceifarily tied down to a 
precifi^ fpot, they mgturally fettle in the neighr 
bourhoqd of one another » and thus £orm .^ fmall 
to%m» ojr vill%ffd. The butcher, the brewer, and 
the hak^r, ifopn join them ,. together with many 
other.iait(6«iers and retailers, nece0ary w ufefiil 
for fupplyiftg* their oocafionsU wants , and who 
contctbute ftill further to augment the town. The 
iuhab^taaAS! of the town and thofe of the coqntry 
are mutually the; fervants ,of one another. The 
town is ^ eoQtinual fair or piarket , to which the 
inhabitiiints of the country reibirt , in order-to ex- 
change their irude: for manyfa^faired produce. It is 
this commerce which, fupplies the inhabitantf of 
the teij^vn with the materials of their \York, and 
the means pf their fuhfifieii^e. The quantify of 
th0 £uiilMd worl( whiioh they fell to the inhabit- 
ants of the country , necelTarily regulate thf 
quanlfity^ of the mateiii^ and provifiohs which 
they buy, JV^ther their^,a?plpyment nor fubil^llence^ 
there^]^ ^ .,c2p atigpae^), but in proportion to the 
augrnentation of the demand from the country 
ipi fy^Qifi^yiioTki aaf) i}M deinand <;an apgmem 
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only in proportion to the totenfion of improve* 
inent ttid cultivation. Had human itiftitntiom , 
therefore, never diftorbefl the natural courfe of 
things , the pr<^e(five wealth and inoreafe of the 
towns would , in every political fociety » be con- 
sequential , and in proportion to the improvenient 
And cultivation of the tt^rritory or country. ** 
In our North American colonies, where uncuW 
tivated land is Aill to he had upon e^fy terms, 
no mannfa^res for diftantfale have ever yet been 
eftablifhed in any of their towns. When an 
artificer has acquired a little more ftoek than is 
neceflkry for carrying on hit own buflnefs in fup- 
plying the neighbouring country , he does not, 
in North America, attempt td eftabhft with it si 
manufadnre forthore diftantfale, bilt employs it 
in the purchafe and improvement of uncultivated 
land. From artificek^ he becomes ^liaitter , and 
lieither the large wages nor the eafy foWiftence 
which that country affords to artificers, can bribe 
liim rather to work for other people thcin for 
himfelf. He feels that an artificer is the fervaht 
of his cuftomers, from whom he derive* his fub- 
fiftencej but that a planter who Ctilrfvaces Mis 
own land , and derives his rteceffai'y fnbfiftence 
firom the labor of his own ifamily« it i^aUy a mafter, 
and independent of all the world. 
■ In countries, on the contrary, where. there is 
either no uncultivated land , or none tha(t can bt 
had upon eafy terms;' fevery artificeif who has ac- 
quired more ftock than he can employ in the occa- 
fional jobs of the neighbourhooid ^ endeavours tQ 
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prepare %vofk:f(kr more diftant &le. The' fmith 
ere^fr fome fort of iron , the weaver tome fort of 
linen or woollen manufa^ory. ^ Thofe different 
manufa^^or^s come , in procefe of tim^ , to b^ 
gradually fubdivided,;and thereby improved and 
sefined^ in / a great variety *of wayfc , which may 
eafily be tohceived , > and which it is thi^refora 
pnnecei&]?y to explain any further. 

In feeking for employment to a capital , manot 
figures are , upon equal or nearly equal profits , 
naturally preferred to foreign commerce , for thf 
fame reafon that agriculture is naturally preferred 
to manufa^ltires. As theca^ifal of the landlord or 
farmer is more fecure than that of the manufa£lurert 
fo die capital of the manufacturer, being at all 
dmes more within his view and command, is mora 
fecure than that of the foreign merchant. In every 
period , incked , of every fociety, the furplus part 
both of the rude and manufa£lured produce, or that 
for which there .k no tlemand at home , muft be 
feht abroad in order to be exchanged for fomething 
for which there is fome demand at home. But 
whether the capital , which carries this fiuplus 
produce abroad, be a foreign or a dome^fticone, h 
of very little importance, If the fociety hap 
riot acquired fufficient capital both to cultivate all 
its lands , and to cfianufadure in the conxpleteft 
xuanner the whole of its rude produce, there ik 
even a • coniiderable advaMage that . that rude 
produce fhould be exported by a foreign c^pi- ' 
tal , in order that the whole flock of the fociety 
may be employed in moiseufefulpurpofes. The 



$ 



\ 



I7t THE NATURE AND CAUSES OF 

VealtK of ancient Egypt , ^a€ of China^ and In^^ 
•doftan, fufficiently demonftrate that a nation may 
attain a very high degree of opulence , though 
the greater part of its exportation trade be carried 
on by foreigners. The progrefs of our Nof th 
American and W eft Indian colonies would have 
been much lefs rapid , bad no capital bdt what 
belonged to themfelves been employed i9lexportil^{ 
their furplos produce. 

According to the natural courfe of thin^, there- 
fore, the greater part of the capital of every growing 
fociety is , firft , direAed to agriculture , afterwards 
to manufactures , and laft of all to foreign com- 
merce. This order of things is fo very natural, 
that in every fociety that had any territoryv it has 
always , I believe , been in fome degree obferved; 
Some of their lands muft have been cu^vated 
before any confidefable towns could be' eftabliihed, 
and fome fort of coarfe induftry of the mgaiufa^" 
turing kind muft have been carried on in thole 
towns, before they could well think of employing 
themfelves in foreign commerce. 

But though this natural order of things muft 
liave taken place in fome degree in every fuch 
fociety , it has , in all the modem ftates of Eur 
rope, been, in many refpe^, entirdiy inverted. 
The foreign commerce of fome of their cities 
has introduced all their finer manufa£hires , or 
fuch as were fit for diflant&le; and manufactures 
and foreign commeroe togedier , have given birth 
to the principal improvements of agriculture. 

The manners ^nd cuAoms which tl^e nature of 
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th^r origiiial governsncnt introduced , and which 
remained after that government was gi'eatly 
altered, neceffarily forced them into this unna-* 
taral and retrograde order. 



CHAP. It 

Cffihe Diftburagement of Agrkuhure in the ancient 
State of Europe after the Fall of the Roman 
Empirt. 
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HEN the German and Scythfan nationi 
over- ran the weftern provinces of the Romaii 
empire, the confufions which followed fo great 
a revolution laft^d for feveral centuries. The 
lapine and violence which the barbarians exercifed 
againft the ancient inhabitants , interrupted the 
commerce between the towns and the Country. 
The towns were deferted , and the country w^a 
left uncultivated y and the weftern provinces df 
£nrope, which had enjoyed a confiderable de- 
gree of opulence under the Homan etnpii*e , funk 
into the loweft ftate of poverty and bafbariftn. 
During the continuance of thofe confufiofts, the 
chiefs and princjipal leaders of thofe nations , ac- 
quired or ufurped to tnemfelves the greater part 
of the lands of thofe countries. A grfeat part 
of thenl was uncultivated ; but no part of 
them^ whether cultivated or uncultivated ^ waa 
left witjiput a proprietor. All of them were 
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^ngrofled , and the greater pert by a &rt gitdt 
proprietors. 

This original engroffingt of mncnltivated lands^ 
though a great, might ha^e been but a tranfitory 
evil. They might foon have been divided again, 
and broke into fmall p^rqsls either by fucceflion 
or by alienation! The law of primogeniture 
hindered them from being divided by fucceflion : 
the introduction of entails pcevented then; bei^g 
broke into^fmaU parcels by ajiev^ation. 

When land, like moveables, is confiderec^^ 

the means only of fubfiitence and enjoyment, the 

namrat law of fucceflion divides it ^ like, them , 

^mong all the children of the family; of all of 

V^hom the fubfiftence and enjoyment may be fup^ 

pofed equally dear to th^ father. This natural 

law of fucceflion accordingly took place among 

the Romans, who made no more diftini^ion 

between eHer arid younger, between male and 

f(?male , in the inheritance of lands , than we do iii 

the diiftribution of moveables. But wh^n land 

was confidered as the means , ttqt of fobfiftence 

roeply ^ ^^t of power and proteiftfon , it wai 

thqughjt better that ft Should d^fcend undivided 

to one.. In thole difogrderly times , every grealt 

landlord was a fort of petty p;-mce. His tenant 

were hi$ fubje^. ^e ^Vas t^eir judge, and ih 

tome refpe<?ls their legiflator in peace , ahd their* 

^ader in war. He piade war according to Iris 

p\yji difci^tionjj frec^uently againft his neighbours, 

^(|^fo^e^imes acainft hia foverefgn. The fe-* 

curity of a landed eltate, thierefore, ^h^ prpteilion 
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which its owner could affotd to thofe who dwelt 
on it, depended upon its greathefe. To divide 
it was to ruin it, and to expofe every part of it to 
be oppreffed and fwallowed up by the incurfiont 
of its neigkhoiari. The law of primogeniture t 
therefore , canae tp take phcf , not immediately » 
indeed, hut in procefeof time , in the fu^oeflion 
of landed eftates, for the &me reafon that it hat 
generally taken pl^ce in that of i»onar:chief » 
though not always at their firft inftitutfon» That 
the pov^er, and confequently the fecurity of the 
monaroby , Hiay not be weaJtened by divifiion » it 
muft defcend entire to one of the children. To 
which of tfaen> fo important a preference ihaU be 
(^ven , muA be detercnined by fome genieral rule, 
founded not upom the doASibtful diftin^iontof per^ 
fonal merit, but upon fp«De plain and evident dif- 
ference which can admit of no dii(NUte« Ampng 
the childven of the fame ^mily ^ there oan be n<^ 
indisputable difference but that cif fex , aad that of 
age. The male fex is univerfally preferred to the 
female; and when allodler things are equals the 
elder every -where takes place of the; younger. 
Hence tb/e origii^ of the right of primc^niture » 
and of wihat is called lineal fucceffion. ' 

Laws frequently continue m force long after 
the circumftances , which hrft gave oocafion t<> 
them^ and ^hich cquld alone render them reafon** 
able , are no more. ' In the pcefent ftate of EtH 
rope, the proprietor of a fingle acre o£ land is at 
penrfeALyfeaire of his pofleQuin.as the prc^ie^r of a 
hundred thoaiian4» Th^ right of {ffikno^nitur^t 
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however , ftitl contitmes to be refpeAed , and ai 
tof all inftitutions it is the fitteft to fupj^ort the 
t>ride of fiicnily diftindHons^ it is ftill likely to 
endure for many centuries. In every other refjpeA, 
nothing can be more contrary to the teal interefl 
of a numerous family ^ than a ri^t which , in m*der 
to enrith one , beggars all the reft of the children. 
: Entails are the natural eonfi^uenees of the 
law of primogeniture. They were introduced to 
preferve a certain lineal fucceflion , of which the 
law of primogeniture firft gave the idea , and to 
liinder any part of the original -eftaite from being 
carried out of the propofed line either by gift^ 
or devife , or alienation $ either by the folly , or 
by the misfortune of any ot its ^fucceflive owners* 
They were altogether unknown to the* Romans. 
Neither their fubftitutions nor fideicommiffes bear 
any refemblance to entails^ though fome French 
lawyers have thought proper to drefs the tnodern 
Inftitution in the language and garb of diofe 
ancient ones. 

When great landed eftates were a fort of prin- 
cipalities , entails might not be unwafonabl^. 
Like what are called the fundamental laws of 
fome monarchies , they might frequently hinder 
the fecurity of thoufands from being endangered 
by the caprice or extravagance of one man. But 
in the prefent ftate of Europe , when Imall as well 
as great eftates derive their fecurity* from the 
laws of their country, nothing can beimorecoxn^ 
pletely abfurd. » They are founded ^pon the 
n(ioft abfurd of all fi^ppoficionft, the'flipl^fition 

that 
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that every fucceflive generation of men have Qofi 

an equal right to the earth ^ and to all that it 

pofleffes; but that the property of the prefent 

generation fhould be reftrained and regulated 

according to the fancy of thofe who died perhapi 

five hundred years ago* Entails, howeverv ^^ 

ftillrefpeded through-the greater part of Europe ^ 

in thofe countries particularly in which noble birth 

is a neceflary qualification for the enjoyment 

either of civil or military honors. Entails are 

thought neceflary for maintaining this exclufivd 

privilege of the nobility to the great offices and 

honors of their country ^ and that order having 

pfurped one unjuft advantage over the reft of theii? 

fellow-citizens , left their poverty Ihould render it 

ridiculous/ it is thought teafonable that they 

ihould have another. The common law of England^ 

indeed, isfaid to abhor perpetuities, and theyatcr 

accordingly more reftrifled there thaninanyothet 

European monarchy ; though even England is not 

altogether without them. In Scotland more than 

one fifth, perhaps more than one-third part of tha 

whole lands of the country , are at prefent fuppofed 

. to be under ftrifl entaiL 

Great trails of uncultivated land Were^ In 
this mannef , not only engroffed by particular fa* 
. tnilies , but the poffibility of their being divided 
fagain was as much, as poflible precluded for ever« 
It feldom happens, however, that a great pro- 
prietor is a great improver. In the diforderly 
times which gave birth to thofe barbarous infU-' 
lotions, the great proprietor wdi$ fufficientjy 

.. JV.o/N. a. an 
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employed in defending his own territories , or iii^ 
extending his jurifdi6tion and authority over thofe 
of his neighbours. He had no leifure to attend to 
die cultivation and improvement of land. When 
.the eftablifliment of law and order afforded him this 
leifure, he often wanted the inclination, andalmoft 
always the requifite abilities. If the expenfei^f bis 
houie and perfon either equalled or exceeded his 
revenue, as it did very frequently , he had no flock 
ta employ in this manner. If he was an oeconomifl^ 
he generally found it more profitable to employ 
his annual^avings in new purchafes , than in the 
improvement of his old eftate. To improve land 
with profit, like all other commercial proje^ls, 
requires an exa£l attention to fmall favings and 
(mail gains, of which a man born to a great 
fortune , even though naturally frugal , is very 
feldom capable. The fituation of fuch a perfon 
naturally difpofes him to attend rather to orna« 
znent which pleafes his fancy , than to profit for 
which he has fo little ocr/ifion. The elegance of 
his drefs,.of his equipage, of his houfe , and 
houfehold furniture , are obje£ls which from his 
infancy he has been accufiomed to have fome 
anxiety about. The turn of mind which this 
habit naturally forms ^ follows him when he 
comes to think of the improvement of land. 
He embelliihes perhaps four or five hundred 
acres in the neighbourhood of his houfe, at ten 
times the expenfe which the land is worth after 
all his improvements ; and finds tjiat if he was 
to improve his whole eftate in the fame manner ^ 
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cund he has little tafte for any other ^ he would be 
Si l3a.iikrupt before he had hniibed the tenth part 
of it. There ftill remain in both parts of the 
tinited kingdom fome great eflates which have 
contrinued without interruption in the hands of 
the fame family fmce the times of feudal anarchy* 
Compare the prefent condition, of thofe eflates 
irvith the poffeffions of the fmall proprietors in 
tlieir neighbourhood 9 and you will require no 
other argument to convince you how unfavorable 
fucH extenfive property is to improvement. 

If little improvement was to be expe£led from 
fuch great proprietors , ftill lefs was to be hoped 
for from thofe who occupied the land under them* 
Jin the ancient ftate of Europe, the occupiers of land 
were all tenants at will. They were all or almoft all 
Haves ; but their flavery was of a milder kind than 
that known among the ancient Greeks and Romans^ 
or even in our Weft Indian colonies. They were 
fuppofed to belong more direflly to the land than 
to their mafter. They could , therefore , be fold 
with it, but not feparately. They could marry, 
provided it was with the confent of their mafter, 
and he could not afterwards diffolve the mar- 
riage by felling the man and wife to different 
perfons. If he maimed or murdered any of 
them , he was liable to fome penalty, though 
generally but to a fmali one. They were not , 
hotvever, capable of acquiring property. What- 
ever they acquired was acquired to their mafter , 
and he could take it from them at pleafure. 
Whatever cultivation aud improvement could bi^ 
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carried on by means of fuch flaves , was properly 
carried on by their mafter. It was at his expenle. 
The feed, the cattle, and the inftruments of hufband* 
ry were all his. It was for his benefit*. Snch flaves 
could acquire nothing but their daily maintenance. 
It was properfy the proprietor himfelf , therefore, 
that, in this cafe, occupied his own lands , and 
cultivated them by his own bondmen. This fpeciet 
of flavery ftill fubfifts in Ruflia, Poland, Hungary, 
Bohemia , Moravia , and other parts of Germany. 
It is only in theweftem and fouth-weftem provinces 
of Europe , that it has gradually been aboliihed 
altogether. 

But if great improvements are feldom to be 
cxpeded from great proprietors , they are leaft of 
all to be expefted when they employ flaves for 
their w*orkmen. The experience of all ages and 
nations, I believe, demonftrates that the work done 
by flaves, though it appears to coft only their 
maintenance , is in the end the deareft of any. A 
perfon who can acquire no property, can have lio 
other intereil but to eat as much , and to labor as 
little as poflible. Whatever work he does beyond 
what is fufficient to purchafe his own maintenance, 
can be fqueezed out of him by violence only, and 
not by any intereft of his own. In ancient Italy, 
how much the cultivation of corn degenerated , 
how unprofitable it became to the mailer when it 
fell under the management of flaves, is remarked 
by both Pliny and Columella. InthetimeofAriftotle 
it had not been much better in ancient Greece. 
Speaking of the ideal republic defcribed in the 
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la\v8 of Plato, to main tain five thonfand idle men 
( the number of warriors fuppofed neceflary for its 
defence ) together with their women and fervants , . 
would require , he fays , a territory of boundleft 
extent and fertility^ like the plains of Babylon. 

The pridie of man mak^s him lore to domi- 
neer y and nothing mortifies him fo much as to be 
obliged to condefcend to perfuade his inferiors. 
Wherever the law allows it , and the nature of 
the work can afford it, therefore, lie will gene- 
rally ]j)refer the fervice of flaves to that of free- 
men. The planting of fugar and tobacco can 
afford the expenfe of flave - cultivation. The 
railing of corn , it feemf , in the prefent timet , 
cannot. In the Engliili colonies , of which the 
principal produce is com , the for, greater part, of 
the work is done by freemen. The late rcfolu- 
tion of the Quakers in Pennfylvania to fet at 
liberty all their negro flaves, may fatisfy us that 
their number cannot be very great Had they 
made any confiderable part of their property , 
fuch a refolution could never have been agreed 
to. In our fugar colonies , on the contrary , the 
whole work is done by flaves, and in our to- 
bacco colonies a very great part of it. The 
profits of a fugar-plantation in any of our Weft 
Indian colonies are generally much greater than 
thofe of any other cultivation that is known either 
in Europe or America : And the profits of a to- 
bacco plantation, though inferior to thofe of 
fugar , are fuperior to thofe of corn , . as has 
already been obferved. Both can afford the 
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expenfe of flave-cultivation , but fagar can aiFord 
it ftill better than tobacco. The number of 
negroes accordingly is much greater, in proportion 
to that of whites, in our fugar than in our tobacco 
colonies. 

To the flave cultivators of ancient times ^ 
gradually fucceeded a fpecies of farmers known 
at prefent in France by the name of Metayers. 
They are called in Latin , Coloni Partiarii. They 
have been fo long in difufe in England that at 
prefent I know no Englifh name for them. The 
proprietor furnifhed them with the feed, cattle ^ 
and inftrumenu of hufbandry, the whole ftock, 
in fliort , neceflary for cultivating the farm. The 
produce was divided equally between the proprietor 
and th^ farmer , after fetting afide what was judged 
necelfary for keeping up the ftock, which was 
reftored to the^ proprietor when the farmer either 
quitted, or was turned out of the form. 

Land occupied by fuch tenants is properly 
cultivated at the expenfe of the proprietor, as 
much as that occupied by flaves. There is ^ 
however , one very ^ential difference between 
them. Such tenaints , being freemen , are capable 
of acquiring property, and having a certain 
proportion of the produce of the land , they have 
^ plain intereft that the whole produce fliould be 
as great as poffible , in order that their own pro- 
portion may be fo. ^ A flave , on the contrary , 
who can acquire nothing but his maintenance , 
confults his own eafe by making the land pro- 
duce as little as poflible over and above that 
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maintenance. It is probable that it was partly 
upon account of this advantage, and partly upon 
account of the encroachments which the fove- 
reign , always jealous of the great lords , gra- 
dually encouraged their villains to make upon 
.their authority, and which feem at lad to have 
been fuch as rendered this fpccies of fervitude 
altogether inconvenient , that tenure in villanage 
gradually wore out through the greater part of 
Europe. The time and manner , however, in which 
fo important a revolution was brought about, is 
.one of the moil obfcure points in modem hifiory. 
The church of Rome claims great merit in it, and 
it is certain that fo early as the twelfth century , 
Alexander III. published a bull for the general 
emancipation of flaves. It feems , however , to 
have been rather a pious exhortation , than a law 
to which exzQ. obedience was required from the 
faithful. Slavery continued to take place almbft 
univerfally for feveral centuries afterwards ^ till it 
was gradually abolifhed by the joint operation ef 
the two interefts above- mentioned , that of the 
proprietor on the one hand, and thatof thefovereigH 
on the other. A villain enfranchifed , and at the 
fame time allowed to continue in poffeflibn of th^ 
land , having no flock of his own , could cultivate 
it only by means of what the landlord advanced 
to him, and mull, therefore, have been what the 
French call a Metayer- 

It could never , however , be the intereft even 
of this laft fpecies of cultivators to lay out , in thcf 
further improvement of the land , any part of the 
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little ftock which they might fave from their 
own fharc of the produce, becaufe the lord, who 
laid out nothing, was to get one half of whatev^ 
It prpduced. The tithe , which is but a tenth 
of the produce , is found to b^ a very great 
llinderance to improvement. A tax , therefore*, 
which amounted to one-half, muft have been an 
'^fledtual bar to it. It might be the intereft of a 
Hi^tayer to make the land produce as much as 
could be brought out of it by means of the ftock 
fotniAed by the proprietor; but it could never 
Jbe his intereft to mix any part of his own with it 
Jn France , where five parts out of fix of the 
whole kingdom are iaid to be ftill occupied by 
^hift fpf cies of cultivators, the proprietors complain 
thftt their metayers take every opportunity of 
^mfdoyiflg the mafters' cattle rather in carriage than 
in icttitiy^tion ; becaufe in the one cafe they get the 
^oU piofita to themfelves, in the other they 
ihftie ^bem with their landlord. This fpedes of 
ttnmtt^^Q fubfifts in fome parts of Scotland. They 
Itfe ealted* fte^l*bo w tenants. Thofe ancient Englifli 
leQiltnts., who are faid by Chief Baron Gilbert and 
Pp(^or Blax^kftone to have been rather baili£fs of 
<he landlord than farmers properly fo called, were 
probably of the fame kind. 

To this fpecies of tenancy fucceeded, though 
by very flow degrees farmers properly fo called, 
who cultivated the land with their own ftock, 
paying a rent certain to the landlord. When 
fuch farmers have a loafe for a term of years, 
they rpay fometimes find it for their intereft to 
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lay out part of their capital in the further inv- 
provement of the farm ; becaufe they may fome- 
times expeft to recover it , with a large profit, 
before the expiration of the leafe. The pofTef- 
fion even of fuch farmers, however, was long 
•extremely precarious, and ftill is fo in many parts 
of Europe. They could before the expiration of 
their term be legally outed of their leafe , by a 
new purchafer ; in England , even by the fidi- 
tious action of a common recovery. If they 
were turned out illegally by the violence of their 
mafter, the a<^ion by which they obtained re- 
drefs was extremely imperfect. It did not al- 
ways re-inftale them in the poffeflion of the land, 
but gave them damages which never amounted 
to the real lofs. Even in England , the country 
perhaps of Europe where the yeomanry has al- 
ways been moll refpe£led , it was not till about 
the 14th of Henry the Vllth that the a61ion of 
ejectment was invented , by which the temmt re- 
covert , laot damages only but pofleflion , and in 
which his claim is hot necefiarily concluded by 
the uncertain decifion of a fingle aflize. This 
zQion has been found fo effeflual a remedy that , 
in the modem prai£lice, when the landlord has 
occafion to fue for the poffeflion of the land , he 
feldom makes ufe of the actions which properly 
belong to him as landlord , the writ of right or 
the writ of entry , but fues in the name of his 
tenant, by the writ of ejeflment. In England, 
therefore, the fecurity of the tenant is equal to 
that of the proprietor. In England befides i 
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leafe for life of forty fliillings a year Talae is t 
-freehold , and entitles the leffee to vote for a mem- 
ber of parliament; and as a great part of the yeo- 
manry have freeholds of this kind , the whole order 
becomes refpe^table to their landlords on account 
of the political confideration which this gives them. 
There is,' I believe, no-where in Europe, except 
an England , any inftance of the tenant building 
vpon the land of which he had no leafe , and 
trufting that the honor of his landlord would take 
no advantage of fo important an improvement. 
Thofe laws and cuftoms fo favorable to the yeo* 
manry, have perhaps contributed more to the 
prefent grandeur of England , than all their bo^* 
ed regulations of commerce taken together. 

The law which fecures the longeft leafes againft 
fiiceeflbrs of every kind is, fo £ir as I know, 
peculiar to Great Britain. It was introduced into 
Scotland fo early as 1449, by a law of James the 
lid. Its beneficial influence , however , has been 
much obftru^led by entails; the heirs of entail being 
generally reftrained from letting leafes for any long 
term of years , frequently for more than one year. 
A late a& of parliament has, in thisrefpefi, fome- 
%vhat flackened their fetters , though they are flill by 
much too firait. In Scotland , befides , as no leafe- 
hold gives a rote for a member of parlisment^ 
the yeomanry are upon this account lefi refpe<^ble 
to their landlords than' iiyEngland. 

In other parts of Europe, after it was found 
convenient to fecure tenants both againft heirs 
tnd purchafers , the term of their fecurity v^as 
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Kill limited to a very Aort period; in Fiance f 
for example , to nine years from the con^mence* 
ment of the leafe. It has in that country , in*' 
deed , been lately extended to twenty-feven , a 
period flill too ihort to encourage the tenant t^ 
make the moft important improvements. The 
proprietors of land were anciently the legiflatori 
of every part of Europe^ The laws relating to 
landi therefore, were all calculated for what they 
fappofed the intereil of the proprietor. It was 
forhisintereft, they had imagined, that no leafQ 
granted by any of his predeceffors Ihould hinder 
him from enjoying, during a long term of years ^ 
the full value of his land. Avarice and injuflice 
are always fliortfigh ted, and they did npt fore- 
fee how much this regulation muft obftru£l im« 
provement, and thereby hurt in the long-run the 
real intereft of the landlord. 

The farmers too, befides paying the rent, were 
anciently, it was fuppofed, bound to perform a 
great number of fervices to the landlord , which 
were feldom either fpecified in the leafe , or regu- 
lated by arry predfe rule, but by the ufe and 
wont of the manor or barony. Thefe fervices, 
therefore , being almbft entirely arbitrary , fub* 
jeded the tenant to many vexations. In Scot- 
land the abolition of all fervices , not precifely 
flipnlated in the leafe , has in the courfe of a few 
years very much altered for the better the condh* 
tion of the yeomanry of that country. 

The public fervices to which the yeomanry 
were bound , were not lefs arbitrary than the 



i8'S THE NAtURE AND CAUSES OF 

private ones. To make and maintain the high 
roads, afervitnde which ftill fobfifts, I believe, 
every-where, thongh with different degrees of 
opprefli,on in different countries , was not the only 
one. When the king's troops, when his houfehold 
or his officers of any kind paffed throngh any part 
of the country , the yeomanry were bound to pro- 
vide them with horfes, carriages, and provifions, 
at a price regulated by the purveyor. Great 
Britain is, I believe, the only monarchy in Europe 
where the opp reffi on of p urvey ance has been en tirely 
abolifhed. It dill fublifls in France and Germany. 
The public taxes to which they were fobjefl 
were as irregular and oppreffive as the fervices. 
The ancient lords, though extremely unwilling to 
graqtthemfelvesany pecuniary aid to theirfovereign, 
eafily alio wed him to tallage, as they called it, their 
tenants, and had not knowledge enough to forefee 
how much this mufl in the end aSe&. their own reve- 
nue. The taille, as it ilill fubfifls in Fr^ce, may 
ferve asan example of thofe ancient tallages. ItJs . 
a tax upon the fuppofed profits of the farmer, which 
they eflimateby the flock that he has upon the farm. 
It is; his inter^fl, therefore, to appear to have as little 
as pofTible , and confequendy to employ as little as 
pollible in its cultivation, and none in its im- 
jprovement. Should any flock happen to accumu- 
late in the hands of French farmer, the taille 
is almofl^qual to a prohibition of its ever being 
employed upon the land. This tax befides is 
ftippofed to difhonor whoever is fubjeft to it, 
and to degrade him below, not only the rank of 
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& gentleman , but that of a burgher , and who- 
ever rents the lands of another becomes fubjeil 
to it. No gentleman, nor even any burgher 
who has Aock , will fubmit to this degradation. 
This tax , therefore , not only hinders the ftock 
which accumulates upon the land from being 
employed in its improvemerit , but drives away 
all other ftock from it. The ancient tenths and 
fifteenths, fo ufual in England in former times, 
feem, fo far as they afFe4Sed the land, to have 
been taxes of the fame nature with the taille. 

Under all thefe difconragements , little im- 
provement could be expefled from^the occupiers 
of land. That order of people, with all the li- 
berty and fecurity which law can give, muft 
always improve under great difadvantages. The 
farmer compared with the proprietor , is as a mer- 
chant who trades with borrowed money compared 
with one who trades with his own. . The ftock of 
both may improve, but that of the one, with 
only equal good conduct, muft always improve 
niore flowly than that of the other , on account 
of the large flisfte of the profits which is confum- 
ed by the intereft of the loan. The lands culti- 
vated by the farmer muft, in the fame manner, 
with only equal good conduft, be improved 
more flowly than thofe cultivatcki by the proprie- 
tor; on account of the large fhare of the pro- 
duce which is confumed in the rent , and which ^ 
had the farmer been proprietor , he might hav^ 
employed in the further improvement of th^ 
land. The fiation of a %mer befidqs is« fron^ 
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the nature of things, inferior to thatofaproprietor* 
Through the greater part of Europe the yeomanry 
are regarded as an inferior rank of people , even 
to thebetterfort of tradefinen and mechanics 9 and 
in all parts of Earope to the great merchants and 
mailer manufaAarers. Itcan Seldom happen, there^ 
fore, that a man of any confiderable ftock fliould 
quit the fuperior , in order to place himfelf in an 
inferior ftation. Even in the prefent ftate of Europe, 
therefore , little ftock is likely to go from any other 
profeffion to the improvement of land in the way 
of farming. More does perhaps in Great Britain than 
4n any other country, though even there the great 
Hocks which are, in fome places, employed in 
farming , have generally been acquired by fiirming, 
the trade , perhaps , in which of all others ftock 
is commonly acquired moft ilowly. After fmall pro^ 
prietors, however, rich and great farmers are, in 
every country, the principal improvers. There are 
more fuch perhaps in England than in any other 
European monarchy. In the republican govern* 
ments of Holland and of Bern in Switzerland , the 
£urmersareIaidto be noc inferior to thofeof England. 
The ancient policy of Europe was , over and 
above all this , unfavorable to the improvement 
and cultivation of land , whether carried on by 
the proprietor or by the farmer; firft, by the 
, general prohibition of the exportation of com 
without a Tpecial licence, which feems to have 
been a very univerfal regulation ; and fecondly , 
by the i^ftraints which were laid upon the inland 
commerce 9 not only of com but of almoft every 
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other part of the produce of the farm , by the? 
abfurd laws againfl engroffers , regraters , and 
foreftallers , and by the privileges of fairs and 
markets. It has already been obferved in what 
manner the prohibition of the exportation of corn^ 
together with fome encouragement given to the ^ 
importation of foreign corn, obftruiled the culti- 
vation of ancient Italy , naturally the mo|l fertile 
country in Europe ^^and at. that time the feat of 
the greateft empire in the world. To what degree 
fuch refiraints upon the inland commerce of this' 
commodity , joined to the general prohibition of 
exportation , muft have difcouraged the cultivatioa- 
of countries lefs fertile , and lels favorably circum« 
flanced , it is not perhaps very eafy to imagine. 

CHAP. IIL 



Of the rife andprogrefs of Cities and Towns ^ dftir^ 
the Fatl of the Roman Empire. 



T 



HE inhabitants of cities and townl W6r6« 
after the fall of the Roman empire , not moref 
favored than thofe of the country. They con- 
fifted, indeed, of a very different order of 
people from the firft inhabitants of the ancient 
republics of Greece and Italy. Thefe laft were^ 
compofed chiefly of the proprietors of lands , 
among whom the public territory was origirially 
divided , and who found it convenient to bi^ldk 
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their hordes in the neighbourhood of one an-- 
other , and to furrouud them with a wall , for the 
fiike of common defence. After the fall of the 
Roman empire, on the contrary , the proprietors 
of land feem generally to have lived in folrtified 
oaftles on their own eftates , and in the midft of 
their own tenants and dependants. The towns 
were chiefly inhabited by tradefmen and mecha-^ 
nics, who feem in thofe days to have been of 
fervile , or very nearly of fervile condition. The 
privileges which we find granted by ancient char- 
ters to the inhabitants of fome of the principal 
towns in Europe , fufficiently fhow , what they 
were before thofe grants. The people to whom 
it is granted as a privilege , that they, might give 
away their own daughters in marriage without 
the confent of their lord , that upon their death 
their own children , and not their lord , fhould 
fucceed to their goods , and that they might dif- 
pofe of their own effefls by will, muft, before 
thofe grants, have been either altogether, or very 
nearly in the fame ftate of villanage with the oc- 
cupiers of land in the country. 

They feem, indeed, to have been avery poor,mean 
fet of people , who ufed to travel about with their 
goods firom place to place, and from fair to fair, like 
the hawkers and pedlars of the prefent times- In sdl the 
different countries ofEurope then, in thefame man- 
ner as in feveral of the Tartar governments of Afia at 
prefent, taxes ufed to be levied upon the perfons and 
goods of travellers, when they palled through certain 
xnanon^ when they went over certain bridges,^ when 

they 
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they carried about their goods^frbm place to place 
in a fair, when they erected in it a booth or ftall 
to fell them in* Thefe different taxes wereknowit 
in England by the names of paffage , pontage ^ 
laftage ^ and ftallage. Sometimes the king , fome- 
times a great lord , who had , it feems » upon fome 
cecafions^ authority to do this, would grant to 
particular traders, to fuch particularly as lived in 
their own demefnes, a general exemption from 
fuch taxes. Such traders, though in other refpefli 
of fervile , or very nearly of fervile condition , 
Were upon this account called Free-traders. They 
in return ufually paid to their proteflor a fort of 
ann^ual poll - tax. In thofe days protedlion wai 
feldom granted without a valuable confideration^ - 
and this, tax might, perhaps, be confidered as a 
compenfation for what their patrons might lofe 
by their exemption from other taxes, Atfirft, both 
thofe poll- taxes and thofe exemptions feem t6 
have been altogether perfonal , and to have * 
affe£led only particular individuals , during eithei^ 
their lives , or the pleafure of their proteflors. la 
the very i m per fefl accounts which have been pub-« 
lilhed from Dooms'day-boQk, of feveral of the towni 
of England, mention is frequently made fometimei 
of the tax which particular burghers paid, each of 
them, either to the king , or to fome other great 
lord , fpr this fort of prote^ion , and fometimei 
of the general amount only of all thofe taxes ^« 

. « See Brady's hiftorioal tresHjTe ^i ' Q^ftt and BoroagHs ^ 
5. 3, &c. 

fv. of iv; a- i9 
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Bnt how fervile foever may have been originally 
the condition of the inhabitants of the towns, it 
appears evidently, that they arrived at liberty and 
independency much earlier than the occupiers of 
land in the country. That part of the king's revenue 
•which arofe from fuch poll-taxes in any particular 
town, ufed commonly to be let in farm , during a 
term of years for a rent certain , fometimes to the 
Iheriff of the CQunty, and fometimes to other per^ 
fons. The burghers themfelves frequently got credit 
enough to be admitted to farm the revenues of this 
fort which arofe out of their own town , they be- 
coming jointly and feverally anfwerable for the 
%vhole rent *. To let a farm in this manner was 
quite agreeable to the ufual oeconomy of, I believe, 
the fovereigns of all the different countries of 
Europe ; who ufed frequently to let whole 
manors to all the tenants of thofe manors, they 
becoming jointly anti feverally anfwerable for 
the whole rem ; but in return being allowed to 
collefl it in their own way , and to pay it into the 
king's exchequer by the hands of their own bailiff , 
and being thus altogether freed from the infolence 
of the king's officers j a circumftance in thofe days 
regarded as of the greateft importance. 

At firft , the farm of the town was probably 
let to the burghers , in the fame manner as it 
had been to other farmers , for a term of years 
only. In procefs of time, however, itfeems to 

* See Mad^x Firma Burgi , p. i8, alfo Hiftoty of tH 
&chcquer, chaj. lo. feft. y. p. 223 , firft edition. 
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fcaVe become the general practice to gtatlt it to 
thein in fee, that is for ever, refervinga rent cer- 
tain never afterwards to be augmented. The pay- 
ment having thos become perpettial , the ex- 
emptions, in return for which it was made, na- 
turally became perpetual too, Thofe exemptions « 
therefore^ ceafed to be perfonal , and could not 
afterwards be confidered as belonging to indivi- 
duals as individuals, butas burghers of aparticulat 
burgh J which , upon this account , was called a 
•Free-burgh j for the fame reafon that they had been 
called Free burghers or Etee-traders. 

Along with this grant , the important privi- 
leges above - mentioned , that they might givd 
away their own daughters in marriage , that theit 
children iliould fucceed to them, and .that they 
might difpofe of their own effects by will , were 
generally bellowed upon the burghers of the 
town to whom it was given* Whether fuch 
-privileges had before been ufually granted along 
with the freedom of trade ^ to particular burgh- 
Mirs^ as individuals, I know, not* I reckon it 
not improbable that they were , though I cannot 
produce any dired evidence, of it. But howevetf 
this may have been , the principal attributes of 
villanage and flavery being thus taken away front 
them^ they now, at lealt, became really free iit 
Our prefent fenfe of the word Freedom* 

NcT was this all. They were generally at the 
fame time ere£led into a commonalty or corpo- 
ration , with the privilege of having magiftratei 
and a town- council Qf theii; own^ of maldng 
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bye-laws for their own government, of building 
walls for their own defence , and of reducing all. 
their inhabitants under a fort of military difcipline, 
by obliging them to watch and ward; that is, 
as anciently undeiAood , to guard and defend thofe 
walls againft all attacks and furprifes by night as 
well as by day. In England they were generally 
exempted from fuit to the hundred and country 
courts ; and all fuch pleas as fhould arife among 
them , the pleas of the crown excepted , were left 
to the decifion of their own magiftrates. 'In other 
countries much greater and more extenfive jurif- 
didions were frequently granted to them*. 

It might , probably , be neceffary to grant to 
fuch towns as were admitted to farm their own 
revenues, fome fort of compulfive jurifdiftion to 
oblige their own citizens to make payment. . In 
thofe diforderly times it might have been ex- 
tremely inconvenient to have left them to fcek 
this fort of ju (lice from any other tribunal. . But 
it muft feem extraordinary that the fovereigns of 
all the different countries of Europe, fhould have 
exchanged in this manneic for a xent certain, 
never more to be augmented, that branch of 
their revenue, which was, perhaps,^ of all others 
the mod likely to be improved by the natural 
courfe of things, without either expenfe or at- 
tention of their own: and that they iliould, 

* Sec MadoK Firma Burgi : See alfo Pfeffel in the remark- 
Mt events under Frederic 11. and his fucceflbrs qF the honfc; 
of Suabia. 
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Mbefides, h>kvein thii manner voluntarily crcfled a 
fort of independent republics in the heart of their 
own dominions. 

In order to underftand this, it muft be re^ 
' tnembered , that in thofe days the fovereign of 
-perhaps no country in Europe was able toprotefi, 
through the whole extent of his dominions, the 
weaker part of his fubjefls from the oppreflion of 
the great lords. Thofe whom the law could nbt 
proted , and who were not flrong enough to defend 
themfelves , were obliged either to have recourfo 
to the proteftion of fome great lord , and in ord^r 
to obtain it, to become either his flaves or vaffals j 
or to enter into a league of mutual defence f6r 
the common proteflion of or^ another. The in- 
habitants of cities and burghs, conlidered as fingle 
individuals, had no power to defend themfelves j 
but by entering into a league of mutual defende 
with their neiglibours, they were capable of making 
no contemptible refiftance.^ The lords defpifed the 
burghers, whom they confidered not only as of 
a different order , but as a parcel of emancipated 
flaves, almoft of a different fpecies from them- 
felves. The wealth of the burghers never failed 
to provoke their envy and indign^ition, and they 
plundered them upon every occafion without 
mercy or remorfe. The burghers naturally hated 
and feared the lords. The king hated and feared 
them too ; but though perhaps he might defpife^ 
he had no reafon either to hate or fear the burgh- 
fTSj, Mutual interefl , therefore > difpofed them 
ip fupport the king, and the king to fupport 
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them againit the lords. They were the enemief o( 
hb enemies , and it was his interell to render th^m 
as fecure and independent of thofe enemies as he 
conld* By granting them mag^ilrates of their own, 
thQ privilege of making bye-laws for their own 
government, that of building walls for their own 
defence , and that of reducing all their inhabitant! 
lender a fort of military difciplice, he gave them 
lill the means of fecurity and independency of th^ 
barons which it was in his power to bellow. With- 
t)ut the eftablifhment of fome regular government 
of this kind, without fome authority to compel 
their inhabitants to aft according to fome ceruin 
plan or fyftem, no voluntary league of mutual 
defence could either have afforded them any per- 
manent fecurity, or have enabled them to give 
the king any confiderable fupport. By granting 
them the farm of their own in fee, he took 
Hway from thofe whom he wiihed to have for his 
friends , and , if one may fay fo , his allies , all 
ground of jealoufy and fufpicion that he Was ever 
afterwards to opprefs them , either by railing the 
farm rent of their own, or by granting it to fome 
Other former. 

The princes who lived upon the 'worft term! 
with th^ir barons , feem accordingly to have been 
the moll liberal in grants of this kind to their 
burghs* King John of England , for example , 
appears to have been a moll munificent bene^ 
fs^^or to his towns *. Philip the Firll of France . 
loft all authority over his barons, Towards tht 
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•nd of his reign , his fon Lewis , known after-* 
wards by the name of Lewis the Fat , confultedy 
according to Father Daniel y with the bifliops of 
the royal demefnes, concerning the mofl propei^ 
means of reftraining the violence of .the great 
lords. Their advice confifted of two different 
propofals. One was to ereO, a new order of ja- 
^ iifdi6lion , by eftablifliing magiftrates and a town 
council in every conliderable town of his de^ 
mefnes. The other was to form a new militia, l?y 
making the inhabitants of thofe towns, under the 
command of their own magiftrates, march out 
upon proper occ^ions to the aflillance of the 
king. It is from this period , according to tfad 
French antiquarians , that we are to date the in- 
ftitution of the magiftrates and councils of cities 
in France. It was during the unprofperons reigni 
of the princes of the houfe of Suabia that th^ 
greater part of the free towns of Germany received 
the firft grants of their privileges , and that the 
famous Hanfeatic league firft became formidable ^. 
The militia of the cities feems , in thofe times , 
not to have been inferior to that of the country , 
and as they could be more readily aflembled 
upon any fudden occafion , they frequently had 
the advantage in their difputes with* the neigh- 
bouring lords. In countries , fuch as Italy and 
Switzerland , in which , on account either of 
their diftance from the prmcipal feat of govern- 
ment I of the natural ftrength of the country? 
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itfelf, or of fome other reafoiiy the fovereij^ 
came to lofe the whole of his anthority , the 
cities generally became independent republic! , 
and conquered all the nobility in their neigh* 
bonrhood; obliging them to pull down their 
caflles in the country, and to live, like other 
peaceable inhabitants, in the city. This is tbt 
fliort hiftory of the republic of Bern , as well 
as of feveral other cities in Switzerland. If you 
except Venice, for of that city the hiftory i* 
fomewhat different, it is the hiftory of all tlio 
eonfiderable Italian republics , of which fo greet 
a number arofe and perifhed , between the end of 
the twelfth and the beginning of the fixteenth 
century. 

In countries fuch as France or England , where 
the authority of the fovereign, though frequently 
very low > never was deftroyed altogether, the 
€iliei)had .tK) opportunity of becoming entirely 
indepehdent. They became, however, lb con-* 
fidffrfcble, that the fovereign could impofenotax 
Vpon them, befidea the ftated farm -rent of the 
town , without their own confent. They were , 
ther^fore> called upon to fend deputies to the 
general affembly of the ftates of the kingdom, 
>vhei5e they might join with the clergy and the 
bawns in granting, upon urgent occafions, fome 
^3{traardinary aid to the king. Being generally 
tCKJ .more favorable to his power , their deputies 
fcfm> Jbii^etimes , to haye been employed by him 
US ^ counter r balance in thofe affemblies to the 

authority gf the gre^t lordsj Hwce the Qrigin 
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t)f the reprefentation of burghs in the ftates general 
of all the great monarchies in Europe. 

Order 'and good government , and along with 
' them the liberty andfecurity of individuals, were 
in this manner j eftablilhed in cities , at a time 
ivhen the occupiers of land in the country were 
expofed to every fort of violence. But men in this de- 
fencelefs Hate naturally content themfelves with 
their neceflary fubfiftence ; becaufe to acquire more 
might only tempt the injuftice of their oppreflbrs. 
On the contrary, when they are fecure of enjoying 
the fruits of their induftry , they naturally exert it 
to better their condition , and to acquire not only 
theneceiTaries, but the convenienciesailfl elegancies 
of life. Thatinduftry, therefore, which aims at 
fomething more than neceflary fubfiftence, was 
eftabliflied in cities long before it was commonly 
praitifed by the occupiers of land in the country. 
If in the hands of a poor cultivator, opprefled with 
the fervitude of villanage , fome little, ftock fliould. 
accumulate , he would naturally conceal it with 
great care from his mafter, to whom it would 
otherwife have belonged , and take the firft op-^ 
portonity of running away to a town. The law 
was at that time fo indulgent to the inhabitants 
of towns, and fo defirous of diminifliing the au- 
thority of the lords over thofe of the country, 
that if he could conceal himfelf there from the 
purfuit of his lord for a year , he was free for 
ever. Whatever ftock, therefore, accumulated 
in the hands of the induftrious part of the inha- 

feitantg pfthe cQuutry^ naturally took refoge Ja 
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cities, as the only fanfluaries in which it could be 
fecure to the perfon that acquired it 

The inhabitants of a city , it is true , muft alwayk 
ultimately derive their fubfiftence, and the whole 
materials and means of their induflry , from the 
country. But thofe of a city, iituated near either 
thefea-cdail or the banks of a navigable river, 
are not neceffarily confined to derive them from 
the country in their neighbourhood. They have 
a much wider range, and may draw them from the 
moil remote corners of the world , either in ex** 
change for the manufactured produce of their own 
induftry , or by performing the office of carriers 
between drftant countries, and exchanging the pro- 
duce of one for that of another. A city mightin 
this manner grow up to great wealth and fplendor, 
while not only the country in its neighbourhood, 
but all thofe to which it traded, were in poverty 
and wretchednefe. Each of thofe countries , per- 
haps , taken fmgly , could afford it but a fmall part, 
cither of its fubfiflence, or of its employment; 
but all of them taken together could afford it both 
a great fubfiftence and a great employmeiit. There 
were, however, within the narrow circle of the 
commerce of thofe times, fome countries that 
were opulent and induftrious. Such was the 
Greek empire as long as it fubfifled , and that oi 
the Saracens during the reigns of the Abailides. 
Such too was Egypt till it was conquered by the 
Turks, fome part of the coaft of Barbary , and all 
thofe provinces of Spain which were under the 
government of the Moox^. 
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The cities of Italy fcem to have been the firft 
in Europe which were raifed by commerce to any 
confiderable degree of opulence. Italy lay in the 
centre of what was at that time the improved and 
civilized part of the world. The crulades too ^ 
though , by the great wafte of (tock and deftrudion 
of inhabitants which they ocoafioned, they mult 
neceffarily have retarded the progrefe of the 
greater part of Europe , were extremely fevor-^ 
able to that of fome Italian cities. The great 
armies which marched from all parts to the con-* 
queft of the Holy Land , gave extraordinary en* 
coaragemeiyt to the ihipping of Venice , Genoa ^ 
and Pifa , fometimes in tranfporting them thi-' 
ther, and always in fupplying them with provi- 
fions. They were the commiflaries, if one may 
fay fo , of thofe armies ; and the moft deftru<Si ve 
frenzy that ever befel the Europen nations , wa» 
afource of opulence to thofe republics. 

The inhabitants of trading cities, by import- 
ing the improved manufaflures and expenfive^ 
luxuries of richer countries , afforded fome food 
to the vanity of the great proprietors , who 
eagetly putchafed them with great quantities of 
the rude produce df their own lands. The com- 
merce of a great part of Europe in thofe times, 
accordingly, confided chiefly in the exchange of 
their own rude , for the manufiaflured produce 
of more civilized nations. Thus the wool of 
England ufed to be exchanged for the wines of 
France, and the fine cloths of Flanders, in the 

fkme mmn^v at the corn in Poland is at thil 
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day exchanged for the wines and brandies of 
France, and for the iilks and velvets of France 
and Italy. 

A tafte for the finer and more improved 
tnannfa^ures , was in this manner introduced by 
foreign commerce into countries where no foch 
works were carried on. Bot when this tafte 
became fo general as to occaiion a confiderable 
demand, the merchants, in order to fave the ex- 
penfe of carriage , naturally endeavoured to eftab- 
lifli fome manufadures of the fame kind in their 
own country. Hence the origin of the firft ma- 
nufaAures for diftant fale that feem to have been 
eftablifhed in the weftern provinces of Europe » 
after the fall of the Roman empire. 

No large country, it mutt be obferved, ever 
did or could fubfift without fome fort of manu- 
£a£iares being carried on in it ; and when it is 
{aid of any fuch country that it has no mann< 
£i£tures , it mutt always be underttood of the 
finer and more improved , or of fuch as are fit 
for dittant fa!e. In every large country, both 
the clothing and houfehold furniture of the far 
greater part of the people , are the produce of 
their own indoftry. This is even more univer- 
folly the cafe in thofe poor countries which are 
commonly faid to have no manufaftures , than in 
thofe rich ones that are faid to abound in them. 
In the latter, yon will generally find, both in the 
clothes and houfehold furniture of the loweft rank 
of people , a much greater proportion of foreign 
produiUons than in the former* 



\ 
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Thofe manufadiures which are fit for diftant 
fetle , feem to have been introduced into different 
countries in two different ways. 

Sometimes they have been introduced, in.thar* 
manner above-mentioned, by the violent opera-* 
tion , if one may fay fo , of the flocks of parti* - 
cular merchants and undertakers , who eflablifhed 
them in imitation of fome foreign manufafiuret 
of the fame kind. Such manufactures, there- 
fore , are the offsprings of foreign commerce , and . 
fuch feem to have been the ancient manufactures 
of filks , velvets , and brocades , which flonrilhed 
in Lucca during the thirteenth century. They 
were banifhed from thence by the tyranny of one 
of Machiavers, heroes , Caftruccio Caflracani^ 
In i3io, nine hundred families were driven out 
i>f Lucca, of whom thirty- one retired to Venice^ . 
and offered to introduce there the filk manu- 
facture *. Their offer was accepted ^ many pri- 
vileges were conferred upon them , and they 
began the manufacture with three hundred work- 
men. Such too feem to have been the manu- 
factures of fin^ cloths that anciently flourifhed in 
Flanders, and which were introduced into Eng- 
land in the beginning of the reign of Elizabeth j 
and fuch are the prefent filk manufactures of. 
Lyons and Spital fields. Manufactures intro- 
duced in this manner are generally employed 
upon foreign materials , being imitations of foreign 
manufactures. When the Venetian manufacture 

* See Saudi Iftoria CivUe 4i Vcncaia, Park s. vol. i. Page 347, 
Vind ss6. 



\ 



006 THE NATURE AND CAUSES OF 

was firft eftabliflied , the materials were all brotiglit 
from Sicily and the Levant The more ancient 
manufaflore of Lucca was likewife carried on with 
foreign materials. The cultivation of mulberry 
tree«y and the breeding of filkworms, feem not to 
have been common in the northern parts of Italy 
before the (ixteenth century^ Thofe arts were not 
introduced into France till the reign of Charles IX* 
The manufaAures of Flanders were carried on 
chiefly with Spaniih and Englifli wool. SpaniJDk 
wool was the material, not of the firfl woollen 
manufa6tQre of England , but of the hrft that was 
At for diftant fale. More than one half the mate- 
rials of the Lyons manufa£hire is at this day 
foreign filk ; when it was firft eftabliflied ^ the 
whole or very nearly the whole was fa. No part 
of the materials of the SpitaUfields manufafiore 
is ever likely to be the produce of England 
The feat of fuch manufa£iures , as they are 
generally introduced by the fcheme and projefl 
of a few individuals , is fometimes eftabliAed in 
a maritime city, and fometimes in an inland 
town, according as their intereft, judgment or 
caprice happen to determine. 

At other times manufactures for diftant fale 
grow up naturally , and as it were of their own 
accord, by the gradual refinement of thofe 
houfehold and coarfer manufadures which moft 
at all times be carried on even in the pooreft and 
rudeft countries. Such manufactures are gene^ 
rally employed upon the materialk which the 
C0T?ntry produces, and they feem frequently tQ 
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have been firll refined and improved in fuch inland 
countries as were , not indeed at a very great , but 
at a confiderable diftance from the fea coaft , and 
fometimes even from all water carriage. An inland 
country naturally fertile and eafily cultivated, pro- 
duces a great furplus of provifions beyond what 
is neceflary for maintaining the cultivators, and on 
account of the expenfe of land carriage, and inconve- 
niency of river navigation, it may frequently be 
difficult to fend this furplus abroad. Abundanee^ 
therefore, renders provifions cheap, and encourages 
a great number of workmen to fettle in the neigh- 
bourhood , who find that their induftry can there 
procure them more of the neceflaries and conve- 
niencies of life than in other^ places. They 
work up the materials of manufacture which the 
land produces, and exchange their finiihed work, 
or what is the fame thing the price of it, for 
more materials and provifions. They give a 
new value to the furplus part of the rude produce, 
by faving the expenfe of carrying it to the water 
fide, or to fome diftant market; and they furniih 
the cultivators with fomething in exchange for 
it that is either ufeful or agreeable to them, 
upon caiier terms than they could have obtained 
it before. The cultivators get a better price for 
their furplus produce , and can purchafe cheaper 
other conveniencies which they have occafion 
for. They are thus both encouraged and ena- 
bled to increafe this furplus produce by a further 
improvement and better cultivation of the land ; 
and as the fertility of the land had given birtln 
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to the mannfaflore , fo the progrefs of the manct- 
failure re-a^ upon the land ^ and increafes Hill 
jfurthcr its fertility. The mauufa^lurers fitft fupply 
]the neighbourhood , and afterwards, as their work 
improves and refines, more diflant markets. For 
though neither the rude produce, nor even the 
coarfe manufadure, could, without the greateft dif- 
ficulty , fupport the expenfe of a confiderable land 
carriage, the refined and improved manufacture 
eafily may. In a Imall bulk it frequently contains 
the price of a great quantity of rude produce. A 
piece of fine cloth, for example, which weighs 
only eighty pounds, contains in it, the price, not 
only of eighty pounds weight of wool, but fome- 
times of feveral thoufand weight of corn, the main- 
tenance of the different working people , and of 
their immediate employers. The com, which could 
with difficulty haye been carried abroad in its own 
ihape, is in this manner virtually exported in that 
of the complete manufadure , and may eafily be 
fent to the remoteft corners of the world. . In this 
manner have grown up naturally , and as it were 
of their own accord , the manufaClures of Leeds^ 
Halifax^ Sheffield, Birmingham, and Wolver- 
hampton. Such manufa£lures are the offspring 
of agriculture. In the modern hiftory of Eu- 
rope , their extenfion and improvement have ge- 
nerally been pofterior to thofe which were the 
offspring of foreign commerce. England was noted 
for the manufaflure of fine cloths made of Spanifb 
wool, more than a century before any of thofe 
\vhich now flauriflj in the places above-meptioned 

^ver* 
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were fit for foreign fale. The extenfion and 
improvement of thefa lad could not take place 
but in confequence of the extenhon and im- 
provement of agriculture , the laft and greateft 
tSefX of foreign commerce^ and of the manu&c-* 
tures immediately introduced by it^ and which 
I {hall now proceed to explain. 

CHAP. IV. 



How tim Commerce of the Toivns contributed to the 
Improvement of the Country 4 



T 



H £ increafe and riches of commercial and 
manufa6luring towns ^ contributed to the improve* 
ment and cultivation of the cduntties to which 
they belonged, in three different ways. 

l^'irft , by affording a great and Iready market 
for the rude produce of the country ^ they g«vc 
encouragement to its cultivation and further im^^ 
provement. This benefit was not even confined 
to the countries in which they were fituated^ but 
extended more or lefs to all thofe with which 
they had any dealings. To all of them they 
afforded a market for fome part either of their 
rnde or manufadured produce ^ and confequendy 
gave fome encouragement to the induftry and 
improvement of all* Their own country, how- 
ever on account of its ne^hbourhood , neceffa- 
lily derived the greateft benefit from this market^ 
W.ofN, % 14 
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Its rude produce being charged with lefs car- 
riage , the traders could pay tlie growers a better 
price for it, and yet aflFord it as cheap to the 
confumers as tliatof more diftant countries. 

Secondly, the wealth acquired by the inlia- 
bitants of cities was frequently employed in pur- 
chafing fuch lands as were to be fold , of which 
a great part would frequently be uncultivated. 
Merchants are commonly ambitious of becoming 
country gentlemen , and when they do , they are 
generally the beft of all improvers. A merchant 
18 accuiioaied to employ His money chiefly in 
profitable projeds; whereas a mere country gen- 
tleman is accuftomed to employ it chiefly in expenfe. 
The one often fees his money go from him and 
ipieturn to him again with a profit: the other , when 
once he parts with it, very fcldohi expefls to fee 
any more of it. Thofe different habits naturally 
affe^i their temper and difpofition in every fort 
of bufinefe. A merchant is commonly a bold ; a 
^oontry gentleman , a timid undertaker. The one is 
HOC afraid to lay out at once a large capital upon 
the improvement of his land , when he has a pro- 
bable profpe£l of raiTing the value of it in proportion 
to the expenfe. The other, if lie has any capital, 
\|rhich is not always the c^fe , feldom ventures to 
employ it in this manner. If he improves at ^all, 
it is commonly not with a capital , but wnth what 
he can fave out of his annual revenue. Who-' 
ever has had the fortune to live in a mercantile 
town fituated in a unimproved country, ,muft 
have frequently obferved how much more fpirited 
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the operations of merchants were in this wayi 
than thofe of mere country gentlemen. The habksy 
befidcs, of order , oeconomy and attention, to 
which mercantile bnfinefs naturally forms a mer-» 
charut, render him much fitter to execute, with 
profit and fuccefs , any projefl of improvement. 

Thirdly , and laflly , commerce and manu* 
failures gradually introduced order and good go- 
vernment , and with them , the liberty and fecuJ 
my of individuals , among the inhabitants of thd 
country , who had before lived almoft in a con- 
tinual Itate of war with their neighbours , and of 
fervile dependency upon their fiiperiors. This, 
though it has been the lead obferveci , is by fat 
the moft important of all their effefis* Mr. Hume 
is the onty writer who, fo fkr as I know, ha^ 
hitherto tatcen notice of it. 

In a country which has neither foreign com-, 
merce , nor any of the finer manufaftures , a greaf 
proprietor , having nothing for which he can ex- 
change the gteater part of the produce of hi^ 
lands which is over and abbve the maintenance? 
of the cultivators , cbnfumes the whole in ruflid 
hofpitality at home* If this furplus produce id 
fuffici«nt to maintain a hundred or a thoufand 
men , he can make ufe of it in no other way than 
by maintaining a hundred or a thoufand men- 
He is at all times , therefore , furrounded with a 
multitude of retainers and dependants, who hav- 
ing no equivalent to give in return for their 
maintenance , but being fed entirely by his boun- 
ty , muft obey him , fot the fame teafoh that foldiert 
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SQuft obey the prince who payi them. Before 
the extenfion of commerce and manufactures in 
Europe , the hofpitality of the rich an4 the great, 
from the fovereign down to the fmalleft baron, 
exceeded every thing which in the prdfent time« 
we can eafily form a notion of. Wellminfter hall 
was the dining-room of William Kufus ^ and might 
frequently 9 perhaps, not be too large for hii 
company. It was reckoned a piece of magnificence 
in Thomas Becket » that he Arowed the floor of 
his hall with clean hay or ru&es in the feafon, 
in order that the knights and fquires, who could 
not get feat^, might not fpoil their fine cloths 
when they (at down on the floor to eat their 
dinner. The great earl of Warwick is £ud to have 
fntert^ined every day at his different manors, 
thirty thoufand people ; and though die number 
here may have been exaggerated , it mufi, how- 
ever 9 have been very great to admit of fuch exagt 
geration. A hofpitality nearly of the fanie kind was 
exercifed not many years ago in many different parts 
of the highlands of Scotland. It feems to be com* 
mon in all nations to whom commerce and manu- 
failures are little known. I havefeen, faysDoAor 
Pocock , an Arabian chief dine in the fireets of a 
town where he had come to fell his cattle , and 
invite all pafleng/ers , even common beggars , to 
^t down with him and partake of his banquet. 

The occupiers of land were in every refped as 
dependent upon the great proprietor as his re- 
tainen. Even fuch of them as were not in a 

ftate of villanage y were tenants at will ^ who paid 
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a rent in ho refpe^ equivalent to the fabfiftence 
which the land afforded them. A crown, half a 
crown , a flieep , a lamb , was fome years ago in 
the highlands of Scotland a common rent for 
lands which maiiTtained a family. In fome places 
it is fo at this day ; nor will money at prefcnt 
purchafe a greater quantity of commodities there 
than in other places. In a country where the 
furplus produce of a large eftate muft be con- 
fumed upon thceftate itfelf, it will frequently be 
^ore convenient for the proprietor , that part of, 
it be confumed at a diftance from his own houfe , 
provided they who confume it are as dependent 
upon him as either his retainers or his menial 
fervants. He is thereby faved from, the embar- 
raifement of either too large a company or too 
large a family. A tenant at will, who pofleffes 
land fufficient to maintain his family for little more 
than a quit-rent , is as dependent upon the proprie« 
tor as any fervant or retainer whatever, and muft 
obey him with as little referve. Such a proprietor, 
as he feeds his fervants and retainers at his own houfe, 
{c> he feeds his tenants at their houfes. The fubfift- 
ence of both is derived from his bounty , and its 
continuance depends upon his good pleafure. 

Upon the authority which the great proprietors 
neceflarily had in fuch a ftate of things over their 
tenants and retainers, was founded the power 
of the ancient barons. They neceflarily became 
the judges in peace, and the leaders in war, of 
all who dwelt upon their eftafes. They could 
maintain order and execute the law within their 
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relpeiSive dehiefne« , becaufe each of them couldl 
there turn the whole force of all the inhabitants 
againA the injuftice of any one. No other perfon 
had fufficieat authority to do this. Xhe king 
in particular had not. In thofe ancient times h^ 
was little more than the greateft proprietor in his 
dominions, to whom , for the fake of comnaon 
defence againft their cognmon enemies, the other 
great proprietors paid certain refpeds. To have 
enforced payment of a fmall debt within the lands 
of a great proprietor j where all the inhabitams 
were armed and .accuftomed to ftand by one an- 
other , would have cofl the king, had he attempt* 
fed it by his oiwn authority, almoft the fame 
eiforts 2$ to extingaifli a civil war. He was , there- 
lore, obliged to abandon jthe adminiflration of 
^uftice through the'greater part of the country , to 
thofe who were capable of adminiftering it; an4 
forthe famemafonto leave thecommandof thecoun- 
trymSlitiaxothofewhom that militia would obey. 

It is a miftake to irtaagine that thofe territo^ 
xial jurifdi(3ions took their origin from the feudal 
law. Not only the higheft jurifdidion's both ci*» 
vil and criminal , but the power of levying troops^ 
of coining money , and even that of making bye- 
jaw3 for the goveriiment of their own people, 
were JtU rights poffeffed allodially by the great 
proprietors of land feveral centuries before even 
the name of the feudal law was known in Europe, 
The authority and jmirdiiSipn of tbp. Saxon lords 
in England , appear to have been as great bc-» 
fofe the CQnf|ueft ^ 4a tiut of an^r t}f tbe Nprms^n 
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Jords after it. But the feudal law is not fup- 
pofed to have become the common law of Eng- 
land till after the conqueft. That the moft ex- 
tenfivt authority and jurifdi<9ioi!is were poffeffed 
by the g^eat lords in France allodially, long be- 
fore the feudal law was introduced into that 
country, is a matter of fa^ that admits of no 
.doubt. That authority and thofe jurifdidions 
all neceffarily flowed from the ftate of property 
and manners juft now defcribed. Without re- 
mounting to the remote antiquities of either thie 
French ot Englilh monarchies , we may find in 
much later times many proofs that fuch effects 
■muft always flow from foch caufes* It is not 
thirty yesyrs ago fmce Mr. Cameron of Lochiel^ 
aigenilem^n of Ijpchabar in S<rotla»d, without 
any l^^al warrant whatever, not being what was 
-then called a lord of regality, nor e'vcn a tenant 
4n chief; but a vaflaL of the duke of Argyle , ami 
without being fo much as a juftice of peace, nfed^ 
notwith(lai>diag, to ex^ercife the high^ criminal 
jurifdi^ion over his own people*. He it (aid to 
.haye d^ne fo with great equity, though without 
any of the formalities of juftice; and it is not 
improbable that the ftate of that part of the coun- 
try at that time made it neceffary for him to 
aflumo thi^ authority in order to maintain the 
public peace» That gentleman, whofe rent never 
ex;ceeded five hundred pounds a year, carried , 
in 1745, eight hundred of his own people into 
the rebellion with him. 
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The introdu^llon of the feudal law , fo far 
from extending , may l>e regarded as an attempt 
to moderate the aiunoriiy of the great^Uodial 
lordfiu It cflabliflied a regular fubordiHation , 
liccpmpanbd with a long train of fervic^ and 
duties, fium the king down t6 the fmalleft pro- 
prietov. During the minority of the proprietor, 
the rent, together with th^ management of hit 
Janda , fell into the hands of the immediate fupe- 
yior , and , confequently , thofe of all great pro- 
prietors into th^ hands of the king, who was 
<:harged witli the maintenance and education of 
the pupil , and who , from his authority as guar- 
diitn , was (bppofed to hav« a right of dtfpofing 
of hioA in marriage, provided it wiis tn a manner 
not unfuitalile to his rank. Bqt though this in- 
Aitutioa neceffariiy tended to ftrengtten the 
authority of the king , and to weaken that of the 
great proprietors, it eould not do either fuffici* 
ently for eftahliihing order and good government 
among the inhabitants of the country, becaufe 
it could xK)t alter fuihoiently that ftale of pro* 
iperly and nrannere from which the diforders 
arofe. The authority of government ftill conti- 
nued to be, as before, too weak in the head 
and tooflrong in the inferior members, and the 
exceflive ftrength of the infmor members was the 
caofe of the weaknefs of tim head. After the 
inAitution of feudal fubordination , the king was 
aa iiw:apable of reftraining the violence of the 
great lords as before. . They ftill continued to 
make war according to their own difcretion, 
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ilmoft continually qpon one another, and very 
frequently upon the king; and the open country 
ftill continued to be a fcene of violence, rapine , 
and diforder. 

But what all the violence of the feudal infti-» 
tutions could never have effefted , the filent and 
infenfible operation of foreign commerce and ma* 
nufa^ures gradually brought about. Thefe gra^ 
dually furniflied the great proprietors with fome- 
thing for which they could exchange the whole 
forplus produce of their lands , and which they 
could confume themfelves without fliaring it either 
with tenants or retainers. All for ourfelves , and 
nothing for other people, feems, in every age of 
the world , to have been the vile m^xim of the 
mafters of mankind. As foon , therefore , as they 
could find a method of confuming the whole value 
of their rents themfelves , they had no dHpofitiou 
to ihare them with any other perfons. For a pair 
of diamond buckles perhaps, or forfomethingas 
frivolous and ufelefs , they exchanged the main* 
tenance , or what is the fame thing , the price of 
the maintenance of a thoufand men for a year, and 
with it the whole weight and authority which it 
coyld give thefn. The buckles, however, were to 
beall their own, ana no other human creature was 
to hjjve any ffiare of them ; whereas in the more 
ancient method of ex|>enfe they mnft have fliared 
with at Icaft a thoufand people. With the judges 
that were to determine the preference, this dif- 
ference was perfe^ly decifiv^>; and thus, for tWe 
gratihcatioii €>f themoft childift,, the meanell and' 
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.tlo^.moft fordid of all vanities, they gradually bar-- 
,tered th^ir vyhole power and authority. 

In a cowntry where there is no foreign com- 
merce, nor any of the finer manufactures , a man 
.of ten thoijifand a year cannot well employ his re- 
venue in any other way than in maintaining , per- 
haps, a t^oufand fimilies, who are all of them 
neceifarity at his command. In, the prefent ftate qf 
JEurope^ a man of ten thonfand a year can fpend 
.hi5 whole revenue, and he generally does fo, 
,without direflly maintaim'ng t^ejity people, or 
being able to command more than ten footmen not 
worth the commanding. Indire£lly, perhaps, he 
maintains as great or even a greater number of 
.people tJian he could have done by the ancieitf 
^method of expeufe. For though tihe quantity qf 
precious productions for which he exchanges bis 
-whole Tev^nue Jpe very fpiall, tjhe number of 
• worfcnaen employed in collating and preparing it;, 
onuft necdj^rily have been very great*. Its great prise 
generally ^ifes from the "wages of their labor , and 
the^pro&tSr of all their immediate employers. By 
paying thatprice heindireCilypays all thofe wag«s 
and pr^fitt t and thus indire6^Iy contributes to the 
.maintenaaceofall the workmenand their employer?. 
,Ha generally contributes, however, but a very 
Xmalji piroportion to that of each, to very few 
:parhapsatenth, to many not a hundredth, and to 
:fome nota thoufandth, norevena ten thoufandth 
.part of their whole annual maintenance. Though 
ba coflitributes , therefore, to the maintenance of 
then^ all, they a/e alijmoce orklk Independei^t 
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of him , becaofc generally they* csin aU bfe mninr 
tained without hioi* : . , . . • ^ 

When th* great proprietors of land Ipendt their 
rents in maintaining their tenants and: retainer^^ 
each of them maintains entirely all his Q^^m tefianYs 
and all his own retainers. But when tteyfpend 
them in maintaining tradefmenand:artifi(!ers9.they 
may, all of »them taken together, perhaps*, mainr 
tain as great, or, onaccountof the watlle which 
attends ruftichofpitality, agreater numberbf pe/dple 
tlian bcforcv Each^f them ^ however, tik^n f\ngJy^ 
contributes often but a very fmall fliare to liie main- 
tenance of any individual of chis greater'niKiih^* 
Each tradefman or artificer derives his fuhftft«rt8fe 
from thcl employment, not of one, butofahundced 
orathoufand different cuftomers. Though, iniforae 
meafiire obliged to them iall^ therefore ,. hf ^isi not 
abfolutdy dependent upon, any one of them. • 

The perfonal expenfe of the great propriwora 
Jiavmg in. this manner gradually increafed, it>wag 
impoifible that the number of: their reCUibos 
flionld not as gradually dimiaifli, till they.wexo 
at laft difmiCfed altogether. The -fam* caufe 
ip^dually led them to difmifs the unn^oeflary 
part of their tenants. Farms were enlarged, and 
the occmpi^rs of land, not wtthftan ding -the cpm- 
iplaints of iJepopulatiott , Deduced to tfeiC'iiumbcr 
Jieceffary for cultivating it.^ .aocording,lo'the im- 
perfeft'ftate oftculcivadon and improvement in 
thofe times. Dy the removal trf th/2 u»n^celfepy 
nionihR, and by exa£ii»g ffom the fatoier the 
foil yakie of the farm, . a:gre|jer furplu^^ or what 
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h the fame thing, the price of a greater fotpliis, 
wai obtained for the proprietor, Which the met'- 
chanti and manufa Aurera foon fomtlhed him %vith 
a niethod of fpending upon his own perfon ib 
the fame manner as he had done the relt.. The 
fame caufe continuing to operate, hewasdefironi 
to raife his rents above what his lands, in the 
a^ual ftate of' their improvement, could aiford. 
Hii tenanti could agree to this upon one condition 
only, that they fliould be fecured in their poffeC- 
fion , for fuch a term of years gs might give them 
time to recover with profit whatever tl^iey fiiould 
lay out in the farther improvement of the Jand. 
The expenfive vanity of the landlord made him 
willing to accept of tlib condition; and hence the 
origin of long leafes. 

Even a tenant at will , who pays the full value 
of the land , is not altogether dependent upon the 
landlord. The pecuniary advantages which they 
receive from one another , are mutual and equal , 
and Aich a tenant will expofe neither his life nor 
his fortune in the fervice of the proprietor. But 
if he has a leafe for a long term of years, he is 
altogether independent; and his landlord muft 
not expert from him even the moft trifling fervice 
beyond what is either expreftly ftipulated in the 
leafe, or impofed upon him by the common an^ 
known law of the country. 
^ The tenants having in thi* manner become 
independent, and the retainers beiug difmifled , 
the great proprietors were no longer capable of 
interrupting the regular execution of joilice, or 
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of difiuribing- the p«ace of the country. Havii^ 
fold tlieir birth-right ^ not like Efau for a meft 
of pottage in tinse of hunger and necefllty , but in 
the wantonnefs of plenty , for trinkets and baubles^ 
fitter to be the play- things of children than the 
ferious purfuits of men ^ they became as infignifi-* 
cant as any fubfiantial burgher or tradefman in 
a city. A regular government was^ eftabliilied in 
the country as well as in the ciry » nobody having 
fuiiicient power to diAurb its operations in the 
one, any more than in the other. 

It does not , perhaps , relate to the prefent 
fobjed, but I cannot help remarking it^ that 
ver^r old families, fuchVas have poITelTed fome 
coniiderable eilate from father to fon for many 
(hcGcflive generations , are very rare in com* 
mercial countries. In countries which have lit- 
tle commerce , on the contrary , fuch at Walei 
or the highlaiMJs of Scotland, they are very com* 
mon. The Arabian hifiories feem to be all full 
of genealogies , and there is a hiftory written by 
a Tartar Khan , which has been tranflated into 
Several European languages, and which contains 
fcarce any thing elfe ; a proof that ancient £ami« 
lies are very common among thofe nations. Ir^ 
countries where a rich man canQ>end his revenue 
In no oth^ way than by maintaining as many 
people as. it can maintain , he is not apt to rui| 
out, and his benevolence it feems is feldom to 
violent as to attempt to maintain more than ho 
can aiFord. But where he can fpend the greateft ' 
rtvenue upon his own perfon^ he frequently hat / J^^ 
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no bounds to his expenfe, becaufe he fjDequently 
)ias no bounds to his vanity , or to fals affe^ion 
ibr his own perfon. In commercial countries^ 
therefore, riches^ in fpite of the moft violent re- 
gDlations of law to prevent their diflipation) rery 
feldom remain long in the fame family. Among 
fimple nations , on the contrary , they frequently 
do without any regulations of law } for among 
nations of fliepherds^ itbch as the Tartars and 
Arabs, the confumable nature of their property 
neceflarily renders allfuch regulations iropollible. 

A revolution of the greatclt importance to tlie 
public happinefs, was in this mannief brought 
about by two different orders of people, who had 
not the. leaft intention to feiVe the public. .To 
gntify tiiamofl childifli vanity was the fole motive 
of the giredt proprietors. , The merchants and arti« 
iicerSf' nxuch lefs ridiculous, zQtd merely from a 
view, tp.lheir own interefl, and in purfuitof theiv 
own pedlar principle of turning a penny wherever 
a 'penny was to be got. JNtitlier of them Jhafd 
either, knowledge or forefight of that great revo- 
lution.which the folly of tlie one , and the induflry 
of the iMher, was gradually bringing about. 
. It .is thus that through the greater part of 
£urope the commerce and manufactures of cities, 
inftpad of being the effedl , have been the caufe 
and occafion of the improvement and cultivation 
of the country. 

This order, however, being contrary to the 
natural courfe of things, is neceffaHly both flow 
and uncertain. Compare the flow ^cogreis of 
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thofe European countries of which the wealth' 
depends very much upon their commerce and* 
manufai^fires , with the rapid advances of oiif 
North- American colonies, of which the wealth is 
founded altogether in agriculture. Through the 
greater part of Europe, the number of inhabitants' 
is not fuppofed to double in lefs than five hun- 
dred years. In feveral of our North -American 
colonies, it is found to double in twenty or 
five-arid-twenty years. In Europe, the law of pri- 
mogeniture, and perpetuities, of different kinds, 
prevei^t the divifion of great eftates, and thereby 
hinder the multiplication of fmall proprietors. A, 
fmall proprietor^ however, who knows every part 
of his little territory, who views it with all the 
aifeiSion which property, efpecially fmall property, 
Naturally infpires, and who upon that account takes 
pleafure not only in cultivating but in adorning 
it, is generally of all improvers the mod induftrious, 
the moft intelligent, and the moflfuccefsful. The 
fame regulations , befides , keep fo much land out 
^f the market, that there are always more capitals 
to buy than there is land to fell, fo that what ii 
fold always fells at a monopoly price. The rent 
never pays the intereft of the purchafe - money ^ 
and is befides burdened \Vith repairs and other, 
occafional charges, to which the intereft of money 
is not liable. To purchafe land is every -where 
ih Europe a moft. unprofitable employment pf a^. 
fqiall capitaf. I^or.the fake of the fuperior fecu- 
fi'ty, indeed, a man of moderate circumftanqes,^ 
\vhen he' retires from bufmefs, will fometimes 
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part of the country moft probably have been cnU 
tivated before the reign of Elizabeth; and a very 
great part of it ftill remaing uncultivated, and the 
cultivation of the far greater part , much inferior 
to what it might be. The law of England, however , 
favors agriculture not only indire£ily by the 
protedion of commerce , but by feveral direct 
encouragement!. Except in tknes of fcarcity, the 
exportation of com h not only free, but encouraged 
by a bounty. In times of moderate plenty, the 
importation of foreign corn is loaded with duties 
that amount to a prohibition. The importation of 
live cattle ^ except from Ireland , is prohibited at 
all times , and it is but of late that it was permitted 
from thence. Thofe who cultivate the land, there- 
fore, have a monopoly againft their countrymen 
for the two greateft and moil important articles of 
land produce, bread and butcher^s meat. Thefe 
encouragements, though at bottom, perhaps, as I 
fiiall endeavour to (how hereafter , altogether 
illufory , fufficiently demonftrate at leaft the good 
intention of the legiflature to favor agriculture. 
But what is of much more importance than all of 
them, the yeomanry of England are rendered as 
fecure, as independent, and as refpe^iable as law 
can make them. No country, therefore, in 
which the right of primogeniture takes place, 
which pays tithes , and where perpetuities, though 
contrary to the fpirit of the law, are admitted in^ 
fome cafes , can giye more encouragement to 
agriculture than England, Such, however, hot- 
%yithftanding , is the (late of its cnlltivatioii.. 
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What would it have been , had the law given no 
A\ref\ encouragement to agriculture befides what 
arifei indireftly from the progrefs of commerce, 
and had left the yeomaniy in the fame condition 
as in moft other conntrieii of Europe? It is now 
more than two hundt>ed years fince the beginning 
of the reign of Elizabeth, a period as long as th# 
courfe of human profperity ufually endures. 

France feems to have had a confiderable fliare 
of foreign commerce near a century before England* 
was diftinguiihed as o commercial country. The 
marine of France was confiderable, according to 
the notions of the times , before the expedition of 
Charles the Vlllth to Naples. The cultivation and 
improvement of France, however, is, upon the 
whole , inferior to that of England. The law of 
the country has never given the fame dire£l 
encouragement to agriculture. 

The foreign commerce of Spain and Portugal 
to the other pal'ts of Europe , though chiefly car^ 
ried on in foreign fliips , is very confiderable* 
That to their colonies is carried on in their own f 
and is much greater, on account of the great 
riches and extent 6f thofe colonies! But it has 
nevfer introduced arty confiderable manufa^hiret 
for diftant fale into either of thofe countries , and 
the greater part of both ftill remains uncultivated. 
The foreign comn^rce of Portugal is of oldet 
ftanding than that of any great country in Europe ^ 
except Italy. 

Italy is the only great country of Europe 
which feems to have-betn' cultivated ind improved 
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in every part , by means of foreign commerce and 
manufadures for diflant ble. Before the invafion 
of Charles the Vlllth , Italy , according to 
Guicciardini , was cultivated not leb in the moft 
mountainous and barren partes of the country^ than 
in the plainefl and moft fertile. The advantageous 
fituation of the country, and the great number of 
independent Aates which at that time fubfified in, 
it^ probably contributed not a little to this general 
cultivation. It is not impoffible too, notwithftand- 
ing this general expreilion of one of the moft 
judicious and referved of modern hiftorians, that 
Italy was not at that time better cultivated than 
England is at prefent. 

The capital, howeve[r, that is acquired to any 
country by commerce and manufailu^es , is all a, 
very precarious and uncertain pofleflion, till fome 
part of it^has been.fecured and realized in the 
cultivation and improvement of its lands. A 
merchant , it has been fdid very properly , is not 
i^eceflarily the citizen of any^ particular country. 
It is in a gre^t meafure indijierent to him from 
what place he carries on his trade.; and a very 
trifling difguft will make him; remove his capital, 
and together with it all th^ induflry which it 
fupports, from one coqntry to another. No part of 
it can be faid to belong to any particular country., 
till it has been fpread as it w«re over the face of 
that country, either in buildinjrg, or in the lailing 
improveittent of lands. No veftige now xe- 
mains of the. great wealth ^ faid. to have been 
poflelTed by the greater .part of the Hans- towns, 
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except in the obfcure hiftoriea of the thirteenth 
and fourteenth ^centuries* It is eyfen uncertain 
where fome of them were fituated, or to what 
towns in Europe the Latin names given to Come 
of them belong; But though the misfortifnes of 
Italy in the end of the fifteenth and beginning of 
the fixtectnfh xgituries greatly diminMbed the 
commerce and manufaflures of the cities of 
Lombardy and Tufcany^ thofe countries (till con- 
tinue to be among the moft populous and baft 
Cultivated in Etfrope. The civil wars of Flanders^ 
and the Spamfli government which fdcJceeded 
them, chafed away the great commerceof Antwerp, 
Ghent, and Bruges. But Flanders ftill continues to 
be one of the richieft , beft cultivated, a^d'itioft 
populous ptovinces of Europe. The ordinary 
revolutions of war and government eafily dry up 
the l&urces of that Vealth wh^ch arifes from 
commerce only. That which arifes from the more « 
Tolid improvement of agriculture; 's much more 
durable, and cannot be deftroyed **t>ut by thofe 
Tnoire violent convulfions occafioned by th'ed^pr^ 
dations of hodile ^nd barbarous nations continued 
for a Century or two together; ftrch as thofe that 
happened for fome time before and after the fall, 
of the Roman empire in the weftern provinces 
^ofEurOpc. 
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BOOK IV. 

Of Syflems of political Oeconomy. 



INTRODUCTION. 
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OLITICAL oeconomy, eonfidered as t 
branch of the fcience of a ftatefaoaii or legtflator^ 
propofes two diftind ob]e£U: firfti to provide a 
)>lentiful revenue or fubfiflence for die people » or 
tnore properly to enable them to provide fuch t 
revenue or fubfiftence for theijifelves; and fecondr 
ly, to fupply the A^^te or common-wealth with a 
revenue ftiflictent for the publiq fervices. It pro^ 
jiofer to enrich both the people and the fovereign^ 
The different progrefs of opulence in different 
Hges and unions, has given occafion to twa 
.diiTerent fyitems of political oeconomy, with regard 
to enriching the -people. The one ipay be called 
the fyilem of commerce, the other that of agii- 
culture. I iball eiuieavour to explain I^oth as 
^fully and diliin^ly as I can , and fliall begin with 
the fyftem ot commerce. It is the modern fyilem, 
and is bett underftood in our own country and 
in our own times. 
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CHAP. I. 

Of the Principle of the commercial ^ or mercantile 

Syjlem. 

X HAT wealth confifts in money , or in gold 
and filver, is a popular notion which naturally 
arifes from the double function of money , as the 
inftrument of commerce ^ and as the meafure o;|f 
value. In confequence of its being the inflrument 
of commerce, when we have money we can more 
readily obtain whatever eife we ha\^ occaiion fof, 
than by means of any other commodity. Thf 
great affair , we always find, is to get moneyv 
When that is pbtainad , there is no difficulty ii^. 
making any fubfcquent purchafe. In confequence 
of its being the meafure of value, we eftimate that 
of all other commodities by the quai^tity of money 
which they will exchange for. We fay of a rich 
man that he is worth a great deal, and of a poor 
man that he is worth very little money. A frugal 
man , or a man eager to be rich ^ is (aid to love 
money ; and a carelefs, a generous , or a profofe 
man , is iaid to be indifferent about it. To grow 
rich is to get money ; and wealth and money , in 
Ihort, are, in common language , confidered as in 
every refpefl fynonymous. 

A rich country, in the fame manner as a rich 
man , is fuppofed to be a country abounding in. 
money; and to heap up gold and filver in aiyj 
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country is fuppoTed to be the readied way t^ 
enrich it. For fome time after the difcovery of 
America, the firfl inquiry of the Spaniards, when 
they arrived upon any unknown coafi, ufed to be, 
if there was any gold or filver to be found in the 
neighbourhood ? By the information which they 
received, they judged whether it was worth 
while to make a fettlement there , or if the country 
was worth the conquering. Phno Carpino, a monk 
fent ambaflfador from the king of France to one 
of thefons of the famous Gengis Khan , fays thatthe 
Tartars ufed frequently to alk him, if there was 
plenty offlieep and oxen in tlie kingdom of France? 
Their inquiry had the fame objefl with that of 
the Spaniards. They wanted to know if the 
country was rich enough to be worth the con- 
quering. Among the Tartars, as among all other 
nations of fhepherds , who are generally ignorant 
of the ufe of money, cattle are the inftruments of 
commerce and the meafures of value. Wealth, 
therefore , according to them , confifled in cattle, 
as according to the Spaniards it confifted in gold 
and filver. Of the two, the Tartar notion, 
perhaps , was the neareft to the truth. — 

Mr. Locke remarks a diflinfiion between 
money and other moveable goods. All other 
moveable goods , he fays , are of fo confumable 
a nature that the wealth which confifts in them 
cannot be much depended on, and a natiort 
which abounds in them one year may, without 
any exportation , but merely by their own wafle 
and extravagance , be in great want of them the 
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next. Money, on the contrary, is a ftift^y frlcml, 
which, though ft liiay travel about from hattd'tix 
hahd, yet if it can be kept'fro!n-g<Mng o«f of chl^ 
country , is*" not veiry liable to be wafted^ and con^ 
fumed. Gold and filver , therefore , tire , a<!c4)rdinp 
to him , the mbft fdlid and fubftanfial part of the 
moveable wealth of a nation , and to' multiply 
thofe metaft ought ,^ihe thmks \ tfpon that atcoont, 
to be th^- ^eat obje£i of k» political oecenomy. 

Othert adtoit-that if a nation could be feparste<d 
from all the World , -it wobM beof nocwifeqnence 
how riiuch, or how little money circulated in it. 
The conftimable goods which were circulated by 
means 6f this wroney , would only be exchanged 
for a greater: or. a fmall^ nuinbcr of pieces;* but 
the rear wealth oir pbverty of the country, they 
allow , ivould J^pend altogether upon the abund- 
ancfi or-ftarcity of thofe conftM^able goods^ But 
it is otheni4'ilfe,ithey think, with ieountries M)»bich 
hav^corinfexSoiW-with foreign nscions, • ami which 
are obhgerf* t6'<:arry on foreign \Vars, and .to 
maintain fleets -and' arnii^ in- diflant toon tries. 
*rhiS, they fity, cannot be done, but by fending 
abroad money to pay thfem ivirii; and a nation 
^^inhbtfbnd itit^eh mon^-abroad, unlefs ^t haea 
good deal at homei Every fuch 'nation , tberelore, 
ifnud endeavotlr; in time of p^aee to accumulate 
gold and filVer', that, whert oecafion reqtiires^ it 
may hav^ where-^wrtha! to <iarfy on foreign wars. 
' In confequertce of thefe popularnojions , dl the 
different hations of Europe have Aodied , though 
to littli^ purpofe^ every, poffible means qt 
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itectiTtiutaiing gold and hWer in, their reipefiive 
•jC30biuiiat. . Spain and P^tugal, the proprieton of 
the priKipal mines vihkh fupply Europe with thofe 
metaU, have eithisr prohibited their exportatioa 
utidttr the fevjerefi penalties, or fu)>je6^ it tea 
confiderable duty* The like prohibition feems.aiv- 
ciently to hate m^de a part pf the policy of noS 
other £aropqan aatiosn. It is ewen la he Sound f 
wbero we Aould laa/V<^f all exp^£l^ had it, in 
fomeold Scotch a^ of padis^^t, which forbid 
under heavy, penalties the carryif^g gold or filver 
forth of the Mngdom. , The like policy anciently 
took plftce both in France ^nd E^ogland. 

When thofe countries bef:sMcne. commercial , the 
xnerchants found this prohibition , ppon many oc- 
cafeops, extremdy inconvenient They/fould fre- 
quently buy. more advantageoufly willv, gold and 
iUrer than with any other commodity , t^e forei^ 
goods which they wanted , eithf r to import into 
ihiBir.own, or to carry to ibfne other . fo];eiga 
country.. They remonftrated i thfirefore, agaioft 
this prohibition as hurtful to trade* 

They reprefented,^ fiiAf tba.t'fthe exportation 
of gold and. filver in order to purchafe (oifpiffi 
goods ^ did not always diminiih tbe.qjuantity of 
thofe metals in the kingdom. Thatf i>ii the 
cmtrary , ii might frequently inqre^fia that qnan^ 
irity; foecaufe, if ^ the confomption of foreign 
goods .w^s not thereby aficreafed in the country^ 
thofe goods might ^ie re - exported to foreign 
countries, and being there fold for a large 
,proln, might bring bapk much more trqafure 
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than was originally fent out to purchs^e thenu 
Mr. Mun compares thk operatidn of foreign 
trade to tjm feed-time and harveft of agriooltrtre* 
** If we dnly behold , *' fays he , " the actions of 
" the hufbandman in the. feed- time ^ when he 
^^ cafteth away much good corn into the ground^ 
^^ we fh^ll account him rather a madman than a 
*^ hufbandman. But when we cotfider his la^ 
" bors in the harveft , which is the end of hiS 
*^ endeavours 9 we (hall iind the worth and plentt« 
•* hi increafe of his a£lions. " j — 

They reprefented, fecondly, that thispr(Aibitioa 
could not hindertheexportationof goldandfilver^ 
which . on account of t^e fmallneft of their buHc 
in proportion to their value ^ could eafiiy be ftnug« 
gled abroad. That this exportation £ould only be 
prevented by a proper attention to, what they 
called, the balance of trade. That when t^e 
country exported to a greater value than it imp 
ported, a balance became due to it from- foceigii 
nations , which was neceflarily paid to it in gold 
and filver y and thereby inoreafed the quantity of 
thofe metals in the kingdom. But that wnen it 
imported to a. greater value than it exported, a 
contrary balance became due to foreign nations, 
whach wasj neceffarily paid to them in the fame 
manner, and thereby dinofiniflied that' quantity. 
That in this cafe ito prohibfe the exportation of 
thofe metals could not prevent it, but only, by 
making it more dangerous, render it more expen- 
five. That the exchange was thereby tiirned more 
againft the country winch owed t;he balance » .than 
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it othcnvife might have been , the merchant whd 
prirchafed a bill upon the foreign coui>try being 
obliged to pay the banker who^oldit, not only 
for the natural rifk , trouble and expenfe of fend- 
ing the money thither, but for the extraordinary 
riflL arifing from the prohibition. But that the more 
the exchange was againft any country , the more 
tiie balance of trade became neceflarily againft it; 
the money of that country becoming neceffarily of 
fo much left value, in compartfon with tha't of 
the country to which the balance was due. That 
tf the exchange between England and Holland, 
far example, was five per cent againft England, 
it -would require a hundred and five ounces of 
filver ifi England to purchafe a bill* for a hundred 
ounces of filver in Holland : that a hundred and 
five odnces of filver in England , therefore, would 
be worth only a huiidred ounces of filver in HoU 
land,- and would putthafe ortly a proportionable 
quantity of Dut^h goods: biit that a" hundred 
ounces of filver in Holland, on the contrary, would 
be worth a hundred and five ounces in England , 
and would purchafe a proportionable quantity of 
Epglifli goods: that the tnglifli goods which 
were fold to Holland would be fold fo much 
cheaper; and the Dutch goods which were fold 
to England, fo much dearer, by the driference 
of:lhp exchange; that the one would draw lb 
much lefs Dutch money to England, and the 
other fo much more* Englifli money to Holland, 
as this (fifierence amounted to: and that the 
balim^ of trade , therefore, would neceflarily be 
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to much more agaihfl England, and would re- 
quire a greater balance of gold and filver to be 
exported to Holland. 

Thofe arguments were partly folid and p^ly 
fophiftical. They were folid fo far as they afferted 
that the exportation of gold and filver in trade 
might frequently be advantageous to the Country. 
They were folid too , nn aflerting that no probibi- 
tion could prevent their exportation , when private 
people found any advantage in exporting them* 
But they were fophiflicaV in fuppofing^ that eitbec 
to prefervc or to augment the quantity of thofo 
metals required more the attention of government^ 
than to preferve or to augment the quantity of atiy 
other ufeful commodities , which the freedokn o( 
trade , without any fuch attention , never fails tO^ 
fiipply in the proper quantity. They wer^ fo« 
phiflical too, perhaps, in aflerting that the high 
price of exchange neceflarily tncreafed , what they 
called , the unfavorable balance . of trade , or oo 
cafioned the exportation of a greater quantity o£ 
gold and tilver. That high price , indeed , . was ex- 
tremely difadvantageous to the n^rchants who had 
any money to pay in foreign countries^ Tbey.paid 
fo much dearer for the bills which their blinkers 
granted tliem upon thofe countries. But though 
the rilk arifing from the prohibition might occa«* 
fion fome extraordinary expenfe to the bankers, 
it would not neceflarily carry any more money 
out of the country. This expenfe would gene* 
rally be all laid out in the country, in fmuggling 
the money out. of it ^ and could feldom ^c^iou 
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the exportation of a fingle fix -pence beyond the 
pf^ctfe fum drawn for. The high price of exchange 
too would naturally difpofe the merchants to en- 
deavour to riiake their export nearly balance their 
imports » in order that they might have this high 
excbanc^ to pay upon as fniall a fum as poflible. 
The high price of exchange , beftdes^ muftnecet 
&rily have operated as a tax, in raifing the price 
of foreign goods , aild thereby dimininiing their 
confumptionv It would tend , therefore , not to 
increafe , but to diminiih , what they called , the 
unfavorable ibalacnce of trade , and confequently 
the exportation of gold and filver* 

•Such as they were, however, thofe arguments 
tgonvtnced the people to whom they were ad^ 
^efled. - They were addrefled by merthants to 
parliaments , and to the councils of princes , to 
nobles , and to country gentlemen ; by thofe who 
wer^ fuppofed to underfiand trade , to thofe who 
were confcious to themfelves that they knew no- 
thing about the mattdr. That foreign trade en- 
riched the country, experience demonftrated to 
the nobles amd country gentlemen , as well as to 
the nifercha»ts; but how, or in what manner, 
none i>f them well knew. The merchants knew 
perfe^ly in what manner it enriched themfelves; 
It was their bufinefs to know it. But to know 
in what manner it enriched the country , was no 
part of their bufineft;- This fubjefl never catne 
into their conlideration , but when they had occa- 
Aon to apply totbetr country, for fome change in 
the laws relating to fore^^afie. It dien became 
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necefl^ry to fay fcfmething about tl» benefibial 
eiefls of foreign ixada^ and the manner iQ:\vbich 
tKofe effefls^ weiie obftruiSled by the laws at they : 
tl^n ftood* To the judges who wew to decide 
the bufineifs » it appeafed a mofl fati9fa<%ry accotint 
of the matter , when they were toid that foreiga 
trs^ broiiight money into* the coisntry^ hut that 
the laws in queition. hindered it from hrmging.fo 
much as itiothierwife would do. Thofe. arguments.- 
therefore produced the wiflred-for effect ITie pro- 
hibition of exporting gold /and filvmr wat in FrancQ*. 
afid England confined to^the coin of thofe refpe^v^ 
countFKs^ The exportation of fortign coia* arid of 
bullion was made free* In HoUarfd , andin fome' 
other places ^ this lib^ty was extended eioen to the 
coin of the country* Theiattentionofgovemihenc 
was turned aw^y from ^xiarditig .agamft the ex- 
portatky^ of. gold tod filver , to watch over thm . 
bsdance of trade , ks the only c^aufe which could - 
oc^afion any augmentation or. diminution of thofa 
metals. Fj0na one fniitlefi :car« it wias .turned 
aiway to another care mtioh more intricate^ much ' 
mor^ embarralling y aiid Juft equally fruitleft. 
The title of Mun's book:^ England's Treafure* 
in Foreign Trade, became a fundamental. maxim ' 
in the political ceconomy^, not of^ngkiid only ^ ' 
bqt of all Ptbier commercial countries. The:m^; 
land or home trade, tiie moft importaiii: of all ^^ 
the trade in .whicth an equal capital affords the 
greateft revenue , and * creates the gnesateft. esu« : 
plpyment to the peopte of, the country, waicon^ 
ficitred si» i (kb&diary only a^:^ fwiigst ia»dsc^ 1%, 
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neither brought money it)ta th6 country , it vfSA 
faid J nor carried any out of it. The country 
tfarerefoi^ cotild never become either richer or 
poorer by means of it , except fo far as its prc^ 
perity or decay might indire^Sily influence the 
liate of foreign trade. 

A country that has* no mfnes of its own muft 
undoubtedly draw its gold and lilver from foreign 
countries, in the fame mfanner aa one that has no 
vineyards of its own mull draw itr wines. It does 
not feem heceffaryv, howbver, that the attention 
of government fhouid be 'more turned towards the 
one than towards the other objeiS. A coumry that 
has wherewithal to buy- wine, will always get 
the wine which it hats* Ocoafttm for; and a country 
that has wherewithal to -buy gold and^iilver , will 
never be in want of ihofe nf^rcali. They ate to be 
bou]ght £Dr a certain price Kke all other coiaf^modi- 
ties , and as they are the price of all 6ther common 
dities, fo all other commodities are the price ef 
thofe metals; We truft with perfe^ fecurity that 
the freedom of trade , without any dtteation of 
government, will always^ fupply u^ with the wine 
which we have occafion for : and we may truft 
with equal fecurity that it will alwa^^ fupply us 
with all the gold and filver which wfe can afford to 
purchafe or to employ, either in circulating oiir 
commodities , or in other ufes. 

The quantity of every comnriddify' which hu- 
man indufiry can cither purchafe or produce, 
naturally; regulates ittelf-in every country accord- 
ilig'to the effirAcad demafid , or according, to the 

demand 
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detnand of thdfe who ar^ willing to pay the Whole 
Tent ^ labor and profits vrhich mujft be paid in 
order to prepare and bring it to tnarket. But no 
commodities regulate themfelves tnore eafily or 
more exactly acebrdiiig to this effedlual dematid 
than gold and filver; becadfey on account of the 
imall bulk aifid gresit value of thofe metals, no 
commodities can be niore^ eafily tranfported from 
one place to another, firOtti the places ivhet*e they 
ate cheap, tp thofe wher^ they are dear, firom the 
places whete they exdeed , to thofe Where they 
fall fliort df this effedttal demand. If there Were 
in England, for example ^ an effectual demand for 
an additional quantity of gold, a packet-boat dould 
bring from Dfbon , or from Wherever elfe it Was 
to be had, fifty tuns of gold, which^could be coined 
into more than five tnillibns of guineas^ But if 
there were ah effediual demand for grain to the 
feme value , to import it Would retjdiJre , at five 
guineas a tun , a million of tuns of (hipping ^ or 
i thoufand ihip^ of a thoufand ttins each. The 
navy of England would not be fuificient. 

Wheal the quantity of gold and filVer imported 
ititd any country exceeds the e£fe£lual demand, no 
vigilance of governmetit Czn prevent theit export- 
ation. All the languitiary laws of Spain and 
Portugal are n^t able to keep their gold and filver 
at home. The continual importations firotn Perur 
and Biafil exceed the effe^aoal demand of thofe* 
countries, and fink tibe price of thofe itietals there 
below that in the neighbouring codntries. If, -on 
fte contieayy, in any particular country, .theit' 
W.QIN4 «. ^6 



a4« THE nature; AND CAUSES OF 

quantity fell fliort of the eiFe£iual demand, fo a$ 
to raife tbeir price above that of the neighbouring 
countries 9 the government would have no occa^ 
fion to take any pains to import them. If it were 
even to t.ike pains to prevent their importation , 
it would not be able to effectuate it Thofe metals » 
when the Spartans had got wherewithal to por^ 
chafe them, bro)ce through all the barriers which 
the laws of Lycnrgns oppofed to their entrance 
into Lacedemon. All the fanguinary laws of the 
cuftoms are not able to prevent the importation 
of the teas of the Dutch and Gottenburgh Eaft 
India companies , becaufe Ibmewhat cheaper than 
thofe of the Britifli company, A pound of tea, 
however , is about a hundi^ed times the bulk of 
one of the higheft prices , fixteen (hillings , that is 
commonly paid for it in filver, and more than 
two thou^nd times the bulk of the fame price in 
gold, and confequently juR fo many times more 
difficult to fmuggle« 

i It is partly owing to the eafy tranfportation of 
gold and ^Iv^r ficom the places where they abound 
tp thofe where they are wanted, that the price of 
t,hofe metals does not flu^uate continually like 
that of the greater part of other commodities , 
which are hindered by their bulk from (hifting 
their ficuation, when the market happens to be 
c^ither over.or underftocked with them. The price, 
of thofe metals, indeed, isnot altogether exempt* 
ed from variation , but the ^changes to which it is 
liable are generally flow , gradual , and uniform. 
Ifi jgurope^'for example ^ i^isXuppofed^ without 
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much foundation, perhaps, that during the courfe 
of the prefent and preceding century , they have 
been conftantly, but gradually, finking in theii: 
value, on account of the continual importations 
from the Spanifli Weft Indies. But to make any 
fudden change in the price of gold and filver , fb 
as to raife or lower at once , fenfibly atid remark- 
ably, the money price of all other commodities , 
requires fuch a revolution in commerce as that 
occafioned by the difcovery of America. 

If, notwithflanding all this , gold and filver 
ftould at any time fall fhort irt a country which 
has wherewithal to purchafe them, there are more 
expedients for fupplying their place, than that of 
almoft any other commodity. If the materials of 
ihanufafture are wanted, inrfoAry Aipft flop. If 
provifiohs are wanted, the people muft ftarve. 
Bnt if money is wanted, barter will fupply its 
place, though with a good deal ofinconveniency. 
Buying and felling upon credit, and the differ ci:it 
dealers compenfating their credits with one another 
once a month or twice a year, will fupply it 
wth lefs inconveniency. A well regulated paper 
money will fupply it, not only without any 
inconveniency, but, in fome cafes, with fome! 
advantages. Upon every account, therefor^, the 
attention of government never was fo unneceilbrily 
employed, as when direcSed to watch dvcr the 
prefervation or increafe of the (Quantity o{ money 
in any country. 

No complaint, however, is rhore common than 
^t of a fcarcity of money. Money, like wine ,' 
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mull always be fcarce with thofe who have neither 
wherewithal to buy it, nor credit to bojrow it. 
Thofe who have either , will feldom be in want 
either of the money , or of the wine which they 
have occafion for. This complaint, however , of 
the fcarcity of money, is not always confined to 
improvident fpendthrifts. It is Sometimes general 
through a whole mer<iantile town , and the coun-- 
try in its neighbourhood. Over* trading is the 
common caufe of it Sober men , whofe proj^ds 
have been difproportioned to their capitals , are as 
likely to have lieither wherewithal to buy money, 
nor credit to borrow it, as prodigals whofe exr 
penfe has been difproportioned to their revenue. 
Before their proje6Ucan be brought to bear, their 
ftock is gone , an^ ^eir credit with it. They run 
about every -where to borrow money, andeyery 
body tells them that they have none to lend. 
"Even fuch general complaints of the fcarcity of 
money do not always prove that the ufual number 
of gold and filver. pieces are not circulating in the 
country , but that many people' want thofe pieces 
who have nothing to give for them. When the 
profits oftrade happen to be greater than ordinary, 
over-trading beconies a general error both a niong 
great and fmall dealers. They do not always fend 
more money abroad than ufual , but they buy 
upon credit both at home and abroad, an unufual 
quantity of goods, which they fend to fome dif- 
tant market, in hopes that the returns will come 
in before the demand for payment. The demand 
comes before the returns , and they have nothing. 
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atfeand, With which they can eJthef pllrchafe money, 
or gfve folid fecurity for borrowing. It is not any 
fcarcity of gold andfilver, but the diflficulty which 
fuch people find in borrowmg, and which their 
creditors find in getting payment , that occafiona 
tire general complaint of the fcarcity of money. 

It would be too ridiculous to go about ferioitfly 
to prove, that wealth does not confill in nK>ney , 
or in gold andfilver; but in what money pur^ 
chafes, andis valuable only for purchafing. Money, 
no doubt, rnakes always a part of the national 
capital, but it has already been Ihown that it 
generally makes but a fmall part , and always the 
moft unprofitable part of it. 

It is not becaufe wealth confifts more efFentialfy 
in money than in goods , that the merchant finds 
k genefally more eaiy to buy goods with money, 
than to buy money with goods ; but becaufe money 
is the known and eftabliflied inftrument of com^ 
nierce, for which every thing is really given irt 
exchange, but which is not always with equal 
readinefs to be got in exchange for every thing. 
The greater part of goods befides are more perifli- 
able than money , and he may frequently fuftain 
a much greater lofs by keeping them. When his 
goods are upon hand too , he iis more liable tow 
fiich demands for money as he may rjot be able 
to anfwer , than when he has got their price in 
his coffers. Over and above all this, his profit 
arifes more direfllyfrom felling than from buying, 
and he is upon all thefe accounts generally much 
more anxious to exchange his goods for money , 
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than his money for goods. Bot though a parti-. 
cular merchant ,. with abundance of goods in his; 
warehoufe , may fometimes be ruined by not being 
able to fell them in time , a nation or country ia 
not liable to the fame accident. The whole capital 
of a merchant frequently conlifls in perifhable goods 
deflinedfor purchafing money. But it is but a very 
fmall part of the annual produce of the land and 
labor of a country which can ever be deftinedfor 
purchafing gold and filver from their neighbours. 
The far greater part is circulated and confumed 
among themfelves; and even of the furplus which 
is fent abroad, the greater part is generally deftined 
for the purchafe of other foreign goods. Though 
gold and filver, therefore, could not be had in ex- 
change for the goods deftined to purchafe them , 
the nation would not be ruined. It might, indeed, 
fuifex fome lofs andinconveniency, and be forced 
upon fome of thofe expedients which are neceffary 
for fupplying the place of money. The annual 
produceof its Ismd and labor, however, would b€i 
the fame, or very nearly the fame, as ufual, becaufe 
the fame, or very nearly the fame confumable capi- 
tal Would be employed in maintaining it. And 
though goods do not always dratv money fo readily 
as money draws good, , in the long run they draw 
i t more neceffarily than even it draws them. Goods 
can ferve many other purpofes befides purchafing 
money > but money can ferve no other purpofe 
befides purchafing goods. Money, therefore, 
neceffarily runs after goods , but goods do not 
always or neceffarily run after money. The man 
who buys, does not always mean to fell again, but 
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frfeqtieWtly to ufe or to cdhfume; whereishe whd 
fells, always means to buy again. The one may 
frequently hav^ done the wRole , but the other cart 
never have d6he more than one-half of his bufinefsf 
It is n^^ fot its own fafce that men defire money , 
but for the fake of what they can purchafe-with it; 
Confumable commodities, it is faid, are foort 
deftroyed; wh^seas gold and filver are 6Fa more? 
dnrable nature , an^, were it not for this con tfnuat 
exjportfttioh , might be accumulated for ttges; toge- 
ther, to the incredible atign^ntatioh of iher^ar 
wealth df the country. Nothing, th^rdfore, itil 
pretended, can he more diTavamageoiis to^ any- 
Country , than thp^ trarfe which^ coAfffts in the 
exchange of fbch lafting for foch pelriDteible com- 
modities. We do not, however, rfeckdn that trade 
diladv^ntageous which confifts in the ekchange or 
the hard-ware of England for the Wines of France;' 
and yet hard-ware is a very durable cotnmodtty, 
and were it not for this continual ekjiortation ,• 
iHight too* be accumulated for ages together, to" 
the incredible aogmentation of the pots'indpans' 
of the country. But it readily occurs that 'the num- 
bei* of luch utenfils is in every country^n^befl&rily 
limited by theufe which there is fo'r the thj that 
it would bfe abftitd io halre rnore p6ts and pans 
than were neceflkry for cooking the Vtdiiilsnrually 
confumed th^re; ahdtteitifthequantftyoFvrftuals 
were to infereafc, tHd mirhber of pots alhd pans' 
would readily irtcreafe dlongwithit, a part of the 
intreafed quaiitity of victuals being enjoyed in- 
plurchafing them, or in maintaining art additional 
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number of. workmen whofe bufinds it was to 
make thfrnt It Qiould at r^2(dily occqr diat the 
quantity of gold and iilver is in every country 
limited by the ufe which there is for thofe metak ; 
th^t their ufe confiils in circulating commodities 
as coin , and in affording a fpecies of boufehold 
furniture as plate ; that t^ie quantity of coin in every 
country is. regulated by the valqe of the commo* 
dities which a^ to be circulated by it: increafe 
that valne, and immediately a part of it will be 
li&nt abroad to pqrchafe % wherever i.t is to be had^ 
the adlditipna^ gps^ntity of coin ^qqifite for circu- 
lating them : thit th^ qu^tity of pl;ite is jegplated 
jby the nui|iber and wealtl^ oiftljofe pi^iyat^ ^milies. 
"whp chufe to indulge themfelves ^n tbat fort of 
ama^ificenp^: ihfreafe ttie number and wealth of 
fuph families , apd q^ part of tl>is in^reafed wealth/ 
,\viU mpft probably be cjmployed in purchafing, 
whoever it is to be founds an additional quantity 
of plate : that to attempt to increale the wealth of, 
^y country, either by introducing or by detaim 
ang in it an ui^ineceflary quantity of gold ^nd filver, 
is ^s abfurd as it would be to attempt to increai^ 
the good cheer of private fj^milies, by obliging 
ihem to keep an unnecep^y numb^ of kii^h^ii! 
•utenfils. As the expend 9f puitchafing thofe 
vnhecel&ry utenf}Is wo^ld diminiili inj|[fad, of 
ihcreafing either ^he quantity or :gp9dners 
of the family provifiq^f fo tljie e^pe^^ pf pur- 
chaling an unnece^ary quantity ^£ go^d Und 
filver muft, in every county, a? nepeifarily 
^iminiflh th? weal^ whitph fe^ds, ^lothe$> and 
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lodges , ivhich maititaiits and employs the people 
Gold and filver, whe^er in the ihape of coin or 
of plate , are utenfils , it niufl be remembered , Hft' 
much as the furniture of^ the kitchen. Increafe 
the ufe for them , increafe the eonftnniable com* 
xnodities which are to be circulated, managed, 
and prepared by means of them ^ and you \vill 
infallibly increaft the quantity ; but Jf y6«i at^ 
tempt , by extraordinary means ; to increafe thtf 
quantity, you v^tll as in&lKbly diminifli the tife 
and even the quantity toa, yrhtch in thofe metals 
ean nerer be greater thaa^wi^it the ufe requires/ 
Were they evor to be |ccumnlsted beyond thi^* 
quantity, their tranfportation is fo eafy, and tli^ 
lols which attends their lying idle and unem^ 
ployed fo great , . that no bw could prevent th^ir 
being knmediaiely fent out of the countiy^ 

It is not ahAiays nee^ai^ to accumulate gold 
and filver , in order to enable a country to carry on^ 
fenietgn wafis, and to maintain fleets and antii^s 
in diftant cotmtries. Fleets and armies are main- 
tamed , hot with, gold and ' fifeer , but with con* 
(iimable goods. The nation which, from the 
ann^al: produce, of its domdiic.oiduftry , from 
the amioal revenue arifing out of its. knds, labor , 
andtconfmnable ftock, hii wherewithal ta pur- 
cbafe thofe confan^bie.goods in df^ant comntries, 
can n^aintiiri foneign wars there. 

A natkm n^y.pnrc^afe the pay and provifions 
of an 2(nny ina'diftant doikntrythree differenii 
ways; by fending abroad, eilh^, fcrft, fome part 
of its accumulated gold and filver j or fccondly , 
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fome part ,of the annual produce of its manufiic- 
tures ; or laft of all , fome part of Kb annual rude 
produce. 

The gold and filver which can properly be 
confidered as accumulated or ftored up in any 
country, may be diftingniflied into three parts; 
firft , the circulating money ; fecondly , the plate of 
private faipiliei ; and lailof all, the money which 
may have been colleded by many yean parfimony^ 
and laid up in the treafury of the prince. 

It can feldom happen that much can be fpared 
from the circulating mon^ of the eountry ; be- 
caufe in that there can ^Idom be much redun- 
dancy. The value of goods annually bought 
and fold in any country requires a certain quan- 
tity of money to circulate and diftnbute them ta 
their proper confumers , and x:aa gm employ^ 
ment to no more. The . channel of circulation 
neceifarily draws to ilfelf a fum fufhcient to fill 
it, and never admits any moce* ^ Something, 
however, is generally withdrawn from this chan** 
nel in the cafe of foreign war. By the great 
number of people who are maintained abroad , 
fewer are maintained at home. Fewer goods are 
circulated there, and left money becomes ne^ 
ceflary to circnlater them. An extraordinary 
quantity of paper money , of fome fort or other 
too , fuch as exchequer notes , naty bills ; and> 
bank bills in England^ is generally ifloed upon 
(uch occafions , and by fupplying the place of 
circulating gold and filver , gives ah -oflpoftunky 
Qf fending a greater quantity of it abroad. All 
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this, however, could afford but a poor riefourc^ 
for maintaining a foreign war^ of great expen£^ 
and feveral years duration. 

The melting down the plate of private families , 
has upon every occafion been found a ftill more 
infignificant one. The French , in the beginning, 
of the lall war, did not derive fo much advantage^ 
from this expedient as to tompenfate the 1q& oi^ 
the fafliion. 

The accumulatefl treafures of the prince have, iiv 
former times , afforded a much greater and more 
lafting refource. In the prelent times, ifyoi^^xoopti 
the king of PrufTia , to accumulate treafure feems Uk 
be no part of the policy of European p|ii|ce;« 

The funds wbicji maintained the foreign wart 
of the prefent century , the moft expenA ve per-r 
haps which hif^ory records , fi^m ta ]^4ve ha4 
little dependency upon the exportation eitheir oj 
the circulating money , or of the plate of private 
families , or of the treafure of th§ prilicct. The^ 
laft French war cofl Great B^ritain upwards o^ 
ninety millions, includipg not oply tJie feventy-r 
five millions of new del?t that was cqinti;ai3ed y^ 
but the additional two ihillii>g8 in the poiin<^ 
land tax , and what was annually borrowed of the^ 
finking fund. More thai| two-thirda q£ thi§ ex-v 
penfe were laid out in dimpt qopntries; in Ger-* 
many, Portugal * Ai?ieriea; in the porta qf thei 
Mediterranean , in the Eaf\ and Weft Ii^die&t Thc^ 
kings of England had no accpmuUt^' flr^afiire,, 
We never heard of any extraordinary qu^M^tjiy of 
plate being melted down. The circulating. golcJi 
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and filver of the country had not been fappofed 
to exceed eighteen millions^ Since the late recoinage 
of the gold 9 however, it is believed to haye been 
a good deal nnder^rated. Let us fuppofe , therefore, 
according to the molt exaggerated con^putation 
which I remember to have either feen or heard of, 
thatj goM and filver together^ it amounted to 
thirty mrUions. Had the war been carried on , by 
means of oar money , the whole of it muft , even 
2lccording to this computation , have been fent out 
and returned again at leaA twice , m a period of 
between fix and feven yean. Should this be fop- 
pofed, it would afford the mofl decifive argument 
to denK>tlfllrate how unneceffary it is for government 
to watch over the prefervation of money, fince 
upon this foppofition the whole money of the eoun- 
tnf muft have gone from it and xetumed to it a^in, 
two diiferent times in fo Ihort a period , without 
any boidy's Knowing any thing of the matter. The 
channel of circulation , however, never appeared 
more empty than ufual during any part of this 
period. Ffew people wanted money wha had 
wherewithal to pay for it. The profits of foreign 
trade > indeed, were greater than ufoal during 
the whole war, but efpecially towards the end 
of it. This occafioned , what it always occa- 
fionEf, a general over-trading in all the porta of 
Great Britain j and " this again occafioned the 
ufual complaint of the fcarcity of money , which 
always follows over-trading. Many people want- 
ed it, who had neither wherewithal to buy it, 
nor credit to borrow it ; and becauf^ the debtors 
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found it difficult to tx)nrow , the creditors found it 
difficult to get payments Gold and filver , howler, 
were geiierally to be had for their value ^ by thofe 
who had that value to give for them. 

Thft enormous, expenfe of the late war, there* 
fof e , muft liave been chiefly, defrayed , not by 
the exportation of gold and filver ^ but by that 
of Britifli commodities oi fome kind ^or other. 
Whea the government ^ or thofe who a^ed under 
them 5 contra£ied with ^ merchant for a remit* 
tance to fome foreign country , he would natu^ 
rally endeavour to pay his foreign correfpondent, 
upon whom he had granted a bill , by (ending 
abroad rather commodities than gold and filver. 
If the commodities of Great, Britain were no^t i^ 
demand in that qountiry , he would endeavour U> 
fefid them' to fome other country 5 in which h^ ^ 
Could purchafe a bill upon that country. The 
tranfportation of cooamodities | when properly 
fuited to the market, is always attended with a 
confiderable profit; whereas that of gpld .an4 
filver is fcarce ever attended with any. When 
thofe metals are fent abroad in order to purchafe 
foreign commodities, the merchant's profit arifes, 
not from the purchafe, but from the fa}e of the 
returns. But when they are lent abroad merely 
to pay a debt, he gets no returns^ and confe* 
quently no profit* JJe naturally, therefore, 
exerts his invention to find out a way of.paying 
his foreign debts., rather by the expprudon of 
commodities than by that, of ;gold and, filver. 
The great quantity of j^ritifb goods exported 
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daring the courfe of the late war, without bringing 
back any returns , is accordingly remarked by die 
author of The Prefent State of the Nation. 

Befides the three forts of gold and filver above- 
'mentioned, there is in all great commercial 
^countries a good deal of bullion altemately im- 
ported and exported for the purpofes of foreign 
trade.. This bullion, as it circulates among 
different commercial countries in the fame man- 
ner as the national coin circulates in every par- 
ticular country , maybe confidcred as the money 
of the great mercantile republic. Th.e national 
coin receives- its movement and direAion fr<Mn 
the' commodides circulated within the preciniis 
6f , each particular countr^M the money of the 
niercahtile republic , from thofe circulated be- 
tween diiferent ]xountrie$. Both are employed 
in facilitating exchanges , the one between differ- 
ent individuals of the fame , the other between 
thofe of different nations. Parf of this money 
of the great mercantile republic may have been, 
and probably was , ^giployed iii carrying on the 
late war. In tipiPtSf a general war , it is natural 
to fuppofe that a movement and direction Ihould 
be imprelTed upon it , different from what it 
tifually follows in profound peace ; that it fhould 
circulate more about the feat of the war , and be 
more employed in purchafmg there , and in the 
neighbouring countries, the pay and provifions 
of the different armies.' But whatever part of 
this money of the meitantile republic. Great 
Britain may have annually employed in this 
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manner , it tnxxA have been annually ptirchafed^ 
either with Britifli commodities, or v^ith ibme« 
thing elfe that had been purchafed with th^m; 
which Aill brings us back to commodities^ to the 
annual produce of the land and labor of tl^e 
country , as the ultimate refources which enabled 
us to carry on the war. It is natural indeed t<» 
fuppofe, that lb great an annual expenfe muft 
have been defrayed from a great annual producew 
The expenfe of 1761 , for example, amounted ta 
more than nineteen millions^ No accumulation 
could have fupported fo great an annual ptoin^ 
(ion. There is no annual produce even of gold 
and filver which could have fupported it. The 
whole gold and filver annually imported, into 
both Spain and Portugal , according to the beft 
accounts , does not commonly much exceed fix 
millions Aerling, which, in fome years, would fcarce 
have paid four months expenfe of the late war. 

The commodities mod proper for being trahf* 
ported to diftant countries , in order to purchafef 
there, either the pay and provifions of an attny ^ 
or fome part of the money of the merdantili) re^ 
public to be employed in purchafing them, 
feem to be the finer and more improved roanu-* 
failures ; fuch as contaih a great value in a fmaU 
bulk, and can, therefore, be exported to a great 
diftance at little expenfe. A country whofe indtiftry 
produces a great annual furplus of fuch manufac* 
tures, which are ufoally exported to foreign (idun«^ 
tries, may carry. on for ms^ny years^ a very ex-^ 
penfive foreign war, without 4l^her eKjiortiiftg aiiy 
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confi()enble Quantity of gold and filver , or even 
having any fuch quantity to export. A confidefablc 
palt of the alinual forplot of its manu&£fores 
itiuft^ indeed, ia this cafe be exported, wtthouc 
bringing back any returns to the coontry , though 
it does to the merchant; the government purcbafing 
of the naeit^ant his bilk upon foreign countries, in 
prder to purchafie there the pay and provifions of 
an army. Some part of this furplus , however » 
may ftili continue to bring back a return. The 
mantlfa Aurers , during the war, will have a dc^uble 
demand upon tl^m, and be called upon, fit^j 
to work up goods to be fent abroad ^ for paying 
the bills drawn upon forek^ countriea for the pay ^ 
and provifions of the army; and, fecondly, to 
work up fuch as are nece/Tary for porchafing the 
common returns that had ufually been confumed 
in the country. In the midft of the moft deftru^tive 
fbrei^ war i therefore , the greater part oi mano^ 
&dures may frequently flourifii greatly ; and , on 
th^ contrary i they may decline on the return of 
the peace. I They may flouriih amidft the ruin of 
their country, and begin to decay upon the retun» 
of its prc^perity^ The different ftate of many 
different branches of the Britilh manufadures 
during the late war , and for fome time after the 
peace I msiy ferve as an iUuftration of what has 
l^een juft now (aid. 

No foreign war of great expenie-<ur duration 
gould conveniendy be carried on by the exporta- 
tion trf the rude produce of the foil. The 
expenfe of fending Cuqh a quantity of it to a 
•^ foreign 
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foreign country as might purchafe the pay dnd 
provifions of an army , would be too great. Few 
xountries too produce much more rude produce 
than what is fufficient for the fubfiftence of theiif 
own inhabitants. To fend abroad any great quantity 
of it , therefore , would be to fend abroad a part o( 
the neceffary fubfiftence of th^ people. It is other- 
wife with the exportation of manufactures^ The 
maintenance of the people employed in them ii 
teptxat home, and only the furplus part of theit 
work ^ is exported. Mr. Hume frequently takes 
jiotice of the inability of the dncieht kings of 
England to Carry on, without interruption^ any 
foreigti war of long duration* The Englifli^ ia 
thofe days, had nothing wherewithal to purchafcf 
the pay and provifions of their armies in foreign 
countries , but either the rude produce of their foil^ 
pf which no confiderable part could be fpafed from 
the home confumption , or a few manufactures of 
Jhe coarfefl kind , of which, as well as of the rude 
jproduCe, thetranfportationwastooexpenlive* Thii 
Inability did not arife from the want of money , but 
of .the finer and more improved manufactures* 
Buying and felling was tranfaCted by means of \ 
money in England then , v as well as now. The 
quantity of circulating money mufl have boriie 
the fame proportion to the number and value of 
j)iirchafes and fales ufually tranfaCled at that 
time, which it does to thofe tranfaded at prefent j 
or father It mufl haVe borne a greater proportion^ 
becaufe there was then no paper ^ Ivhich now 
occupies a great part of the employment of gol4 
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and Alver. Among nadons to whom commerce and 
manufactures are little known , the fovereign , upon 
extraordinary occafions, can feldom draw, any 
confiderableaid from hisfubjeCis, for^afons which 
fliall be explained hereafter. It is in fuch countries , 
therefore, that he generally endeavours to accu* 
mulate a treafure, as the only refource againftfuch 
emergencies. Independent of this necellity, he is in 
fuch a fituation naturally difpofed to the parfimony 
requifite for accumulation. Inthatfimpleftate, the 
expenfe even of a fovereign is not directed by the 
vanity which delights in the gaudy finery. of a 
court , but is employed in bounty to his tenants , 
and hofpitality to his retainers. But bounty and 
hofpitality very feldom lead to extravagance; 
though viinity almoft always does. Every Tartar 
chief accordingly, has a treafure. The treafures of 
Mazepa , chief of the Coflacs in the Ukraine | 
the famous ally of Charles the Xllth , are faid to 
have been very great. The French kings of the 
Merovingian race had all treafures. When they 
divided their kingdom among their different 
children , they divided their treafure too. The 
Saxon princes , and the hrft kings after the con* 
quefl , feem likewife to have accumulated trea- 
fures. The firft exploit- of every new reign was 
commonly to feize the treafure of the preceding 
king, as the moft effential meafure for fecuring 
the fucceffion. The fovereigns of improved and 
commercial countries are not under the fame necef- 
fity of accumulating treafures , becaufe they can 
generally draw from their fubjeAs extraordinary 
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aids upon extraordinai^ <R;e&fions. They are 
likewife lefs djlpofed to do fo. They naturally, 
perhaps ncceflarily, follow the mode of the times ^ 
and th^r expenfecom^s to be regulated by the 
fame extravagant vanity which clirecSs that of all 
the other great proprietors in their dominions. 
Tfie infignificant piigeantry of their court becomes 
every day more brilliant , and the expenfe of it not 
oiily prevehts accumulation , but frequently en- 
croaches upon the funds deftined for mor^ nece& 
fary expenfes. What Dercyllidas faid of the court of 
Perfia , may be applied to that of feveral European 
princes, that he fa\V there much fplendor but little 
ftrength, and many fervants but few foldiers.^ 

The importation of gold and filver is not the 
principal , much lefs the fole benefit which a 
natioa derives from its foreign trade. Between 
whatever places foreign trade is carried on , they 
all of them derive two diftin£t benefits from it. 
It carries out that furplus part of the produce of 
their land and labor for which there is no 
demand among them , and brings back in return 
for it fortiething elfe for which there is a demand. 
It gives a value to their fuperfluitics , by ex- 
clianging them for fomething elfe , which may 
latisfy a part of their wants , and increafe their 
enjoyments. By means of it, the narrownefs of 
the home. market does not hinder the divifion of 
labor in any particular branch of art or manu- 
faflure from l>eing cariried to the higheft per- 
feftion. By opening a more extenfive market 
for whatever part of the produce of their labor 
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piay exceed the homeconfumption', it encourages 
them to improive .H$ plroduflive powers and to 
augment its annual produce to the utmoit , and 
Hhereby to increafe the real revenue and wealth of 
the fociety. Thefe great and, important fervkes 
foreign trade is Qontinualiy occupied in performing, 
to all the diifei«ent countries between which it is 
carried on. They all derive gteat benefit from it, 
though that in which.the merchant refides generally 
derives the greateft , as he is generally more em-^ 
ployed in fupplying the wants, and carrying out 
the fuperfluities of his own , than of any other 
particular Country. To import the gold and filver 
which may be wanted , into the countries which 
hayQ no ipipes , i&, no doubt, a part of the bufinefs 
of foreign commerce. It is; however, a moft 
jniignificant part of it, A coantfy which carried 
on foreign trade merely, upon this account , could 
(cacce have occafion to freight a fhip in a century. 
It is not by the importation of gold and filver, 
that the difcovery of America has enriched 
Europe. By the abundance of the American 
mines , thofe metals have become cheaper. : A 
fervice of plate can noW be purchafed for about 
a third part of the com , or a third part of the 
labor , which it would have coft in the fifteenth 
century. With the fame annual expenfe of la- 
bor and commodities, Europe can annually 
purchafe about three times the quantity of plate 
which it could have purchafed at that time. 
But when a commodity comes to be fold for a 
third part of what had been its ufual price , not 
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only thofe who ptircliafed It before can purchafe 
three time* their fottptet quantity , but it is 
brought down to th^ level of a mueh greater 
number of purehafers, perhaps to more thanften^ 
perhaps to, more than twenty times the former 
number. So that there maybe in Europe at prefenC 
not only liioire tjian thfee times , but more than' 
twenty or thiipty time9the quantity of plate which 
would have been in it , even i*i its prefent ftate of 
inprovement, had the 4ifcovery of the American 
mines never been made^ Sd far Europe has, no 
doubt, gained a real ^ttV^ttiehcy, though furely* 
a very trifling one. The ^heapnefs of gold and 
filver retiders thofe n^tals Wthe* lefs fit for the 
pnrpofes oftnoney than they w*re before. In ordei^ 
to make the lame * purchafes , we muft load our- 
felves with a greater quantity of them , and carry 
about a fliilling in our pocket were a groat would 
have done before. It is difficult to fey which is 
mod triflhig , this inconVeniency , orthe pppofite' 
cohveniency. Neithe^r ^th© one nor the other cotikt 
have made any. very eflential change in the Itate* 
of Europe. The tiifeoVery of Attierica , hOwev^r,^ 
certainly made a. moft^ffential one. By opening* 
a hew and inexhauftible market to all the commo-' 
dixies of Europe ^ nt gave €fc6si&on to new divifionir 
of labor and imprbv^ments <ifai*t; which\ ill the> 
narrow circle of the ancient commerce, codld- 
n^ver haVe tstken plac6 fbi:' want' of a market to( 
fake off the greater part of thfeir prodtice. Th^ 
pi?odufliTe powers^ of labor were improved, and 
its^ pfroduce incJ?eafeAiii all the different countriel 
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ofPIurope, an4 together with it the real reveniie 
and wealth of the inhabit;ants. The commodities of 
Europe were almoft all new to America, and 
many of thofe of America' were new to Europe* 
A new (et of exchanges ^'therefore 9 began to take 
place which had never be^n thought of before , 
and which ihould naturally have proved aft advan** 
tageous to the new, as it certainly did tp.the old 
continent The (avagQ injuftice of th^ Europeans^ 
rendered an event, which ought to have been 
beneficial to all i ruinous and deftru^ive to feveral 
of thofe unfortunate countries. 
: The difcovery of a pafl^ge to the Eaft Indies , 
by the Cape of Good Hope ^ which happened 
much about the fame time^ opened, perhaps, a 
ftill more extenfive range^ to foreign commerce 
than even that of America, notwithftandiiig the 
greater diftance. There ^vere but two nations 
in America , in any refpe^ fuperior to favages , 
and thefe were deftroyied almoft as foon as dif- 
covered. The reft were .mjere favages. But the 
empires of China , Indoft^n , Japan , i» well ^8 
feveral others in the Eaft Indies , without having 
richer mines of gold . or filven , were in every, 
other refped much richec 9 better Cultivated , aqd 
more advanced in all art» and manufa6hires than 
either Mexico or Peru , even though we fliould 
credit, what plainly defervesno credit, the exag- 
gerated accounts of the Spanifh writers , con-* 
cerning the ancient ftate of thofe empires. But 
rich and civilized nations can^ always exchange 
to a iiiuch greater yaiw wit}i pne another , than 
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with favages and barbarians. ^ Europe , however , 
has hitherto derived much lefs advantage from its 
commerce with the Kail Indies, than from that 
with America. The Portuguefe monopolized the 
Eaft India trade to themfelves for about a century, 
and it was only indireflly and through them , that 
the other nations of Europe could either fend out 
or receive any goods from that country. When 
the Dutch, in the/ beginning of the laft century, 
began to encroach upon them , they vefted their 
whole Eaft India commerce in an exclufive com- 
pany. The EngliDh, French, Swedes, and Danes, have 
all followed their example, fo that no great nation 
in Europe has ever yet had the benefit of a free 
commerce to the Eaft Indies. No other reafon need 
be afligned why it has never been fo advantageous 
as the trade to America, which, between almoft 
•very nation of Europe and its own colonies , is 
free to all its fubjefts. The exclufive privileges 
of thofe Eaft India companies, their great riches, 
the great favor and protedion which thefe have 
procured thetyi from their refpeftive govern- 
ments, have excited much envy againft them. 
This envy has frequently reprefented their trade 
as altogether pernicious , on account of the great . 
quantities oflilver, which.it every year exports 
from the countries fron[i which it is carried on. 
The parties concerned have replied, that their 
trade, Jjy this continual exportation of filver, 
^ight, indeed, tend to empoverifli Europe in 
general, but npt the particular country from 
which i t.wa5 carried onj becaufc, byjthje exportation 
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of a part of the returns to other European countries, 
it annually brought home a much greater quantity 
of that metal than it carried out. Both the obje^ion 
and the reply are founded in the popular notion 
which I have been juft now examining. It is^ 
therefore, unneceffary to fay any thing furthei* 
about either By the annual exportation of filver 
to the Eaft Indies , plate is probably fomewhat 
dearer in Europe than it otherwife might have 
been; and coined filver probably purchafes. a 
larger quantify both of labor and commodities. 
The former of thefe two elFefls is a very fmall 
lo6, the latter a very fmall advantage; both too 
infigniiicant to deferve any part of the public 
attention. The trade to the Eaft Indies, by 
opening a market to the commodities of Europe, 
or, what comes nearly to the fame thing, to the 
gold and filver which is purchaf^d with thofe 
commodities , muft neceffarily tend to increafe the 
annual jfH^odu^ion of European commodities, and 
confequently the real wealth and revenue of Eti-« 
rope. That it has hitherto increafed them fo little, 
is probably owing to the reftraints which it every^ 
where labors under. 

I thought it neceffary, though at the hazard 
of being tedious, to examine at full length this 
popular notion that wealth confifts in money, 
or in gold and filver. Money in common lan-» 
guage, as I have already obferved, frequently 
Ugnifies wealth; and this ambiguity ofexpreffion 
has rendered this popular notion fo familiar to 

w I that §YW theyi who ^e convhwi^d <?f m 
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abfurdity , are very apt to forget their own princii 
pies, and in the courfe of their reafonings 16 
take it fd¥ granted as a certain and undeniable 
truth. $ome of the beft Englifli writers upon 
^omAierce fet otit with obferving, that the wealth 
of a country conftfti , not in its gold and filvei 
only, but Th its lands ^ hdufes,'and confumable 
goods of all different kinds, In t^^e courfe of 
their reafonings, however, the lands, houfesj 
and confumafele goods feem to flip but of their 
memory, iand the ftrain of their argument 
frequently fuppofes that tiH wealth confifls m 
gold and filvtr , and that to multiply thofe 
metals is the great object of national induftry 
and commerce, ' 

The * two principles being eftabliflied , how- 
ever, that wealth confifted in goW acnd filver, and 
Aat thofe W^tals could be brought into a coun-* 
try which had no mines only by the balance of 
trade , or by exporting to a greater value than it 
imported} it heceflarily bicattiethe great objcft of 
political oefconomy to diminish as much as pofliblo 
the importation of foreign goods for home-con- 
fumptioti j and to incrextfe as muCh a< poffible the 
exportation of produce of domeftic induftry. Its 
two great engines for enrrcWug the country, 
therefore , were reftraints upon iftiportation , and 
encouragemients to exportation. • 

The reftyj^tnli upon importation \¥ere of two 
kinds, - . ' ' ■ I 

4^irft, Reft^iiht^ upoA itub impottation i>ffuch 
foreign goods for home - confumption jts coul4 
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be prodoced at home , from whatever country 
they were imported. 

Secondly , Reftratnts upon the importation of 
goods of almoft all kinds from thofe particular 
countries with which the balance of trade was 
foppoied to be diladvantageous. 

Thofe different reftraints confided femetimes 
m high duties , and fometimes in abfolute pro* 
hibitions. 

Exportation was encouraged fometimes by 
drawbacks, fometimes by bounties ^ fometimes by 
advantageous treaties of commerce with foreign 
flates , and fometimes by the eflabUihment of 
colonies in diftant countries. 

Drawbacks were given upon two different 
occafions. When the home - manufa£kirea were 
fubjed to any duty or excife, either the whole 
or a part of it was frequently drawn back upon 
their exportation ; and when foreign goods liable 
to a duty were imported in order to be ex- 
ported again, either the whole or a part of 
this duty was fometimes given back upon fuch 
exportation. 

Bounties were given for the encouragement 
either of fome beginning manufa^ures, or of fuch 
forts of induffary of other kinds as were fuppofed 
to deferve particular favor. 

By advantageous treaties* of commerce , parti' 
cular privileges were procured in foo^e foreign 
ftate for the goods and merchants of the country , 
beyond what -were grated to thofe of other 
countries^ 
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By the eftablifhment of colonies in diftant 
countries , not only psprticnlar privileges , but a 
monopoly was frequently procured for the goods 
and merchants of the country which eftablilhed 
them. 

The two forts of reflraints upon importation 
above-mentioned , together with thefe four en- 
couragements to exportation, conftitute the fix 
principal means by which the commercial fyftem 
propofes to increafe thequantity of goldand filvec 
in any country by turning the balance of trade 
in its favor. I fliall confider each of them in a 
particular chapter , and without.taking much fur-. 
ther notice of their fuppofed tendency to bring 
money into the country, I fhall examine chiefly 
what are likely to be the%efFe£ls of each of them 
upon the annual produce of its induftry. Accord- 
ing as they tjend either to increafe or diminifh 
the value of this annual produce, they muft evi- 
dently tend either to increafe or diminiih the real 
wealth and revenue of the country. 
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C H A P. II. 

I 

Of Rejlrdints upon the Importation from foreign 
Countriefe of fuch Goods as cart be produced 



Mt Home. 



B 



>Y reftraining, either ty high duties, or by 
abfolute prohibition , the importation of fuch 
goods from foreign countries as car\ be produced 
at home, the monopoly of the home-market is 
more or left fecured to the douieftic in^duftry em- 
ployed in producing them. Thus the prohibition 
of importing either live cattle or fait provilions 
from foreign countries fecures to the graziers of 
Great Britain the monopoly of the home-market 
for butcher's -meat.' The high duties upon the 
i'ttipottation of dorh j which in times of moderate 
plenty amount to a prohibition, give a like advan- 
tage to the growers of that commodity. The pro- 
hibition of the importation of foreign woollens is 
equally favorable to the woollen manufaflurers. 
The filk manufacture, though altogether employed 
jtipon foreign materials, has lately obtained the fame 
g.d vantage. The linen manufaflure has not yet ob- 
tained it, but is making great llrides towards it. 
Many other forts of manufafturers have , in the 
fame manner , obtained in Great Britain , either 
altogether , or very nearly a monopoly againft their 
countrymen. The variety of goods of which jthe 
in^portatipn into Great Britain is prohibited, 
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^iiher Jibfofutely , or untl6r certain circuitiftandes^ 
^ eatly exceeds what can- Jeafity • be fufpefted hf 
tiiofe t^ho Jii'e not well acquainted wiih the laws 
of the ciiftoms. 

That thfe t^ohopoly of the home -market fre^ 
quently gives great encouragement to that parti^ 
Ciular fpedi^ of induftry which eftjoys it, and 
frequently turtl^towards that employment a greater 
Jbare of both'th^ labor and fteck of the/fociety 
than would otherwife have gone to it, cannot be 
lioubted. Bst whether it tends either to increalfe 
the genieral induftry of the (bciety , or to give ft 
the moft advaht&geotis direflbn , is not, perhaps, 
ait^ether fo evident ^ • < ' 

The 'general induftry of the fociety never caA 
exceed what the ca{>ita I of the fociety can employ. 
As the^ number of workmen that can be kept in 
employment by any particular perfon muft bear 
a certain proportion to bis capital^ fo the num- 
t^r of thofe that can be continually employed by 
all the members of a great fociety , muft bear k 
tertain proportion to the whole capital of that 
fociety, and never can exceed that proportion. 
>No regulatidn of commerce can increafe the quan^ 
tity of induftry in any fociety beyond what ift 
capital can maintain. It can only divert a part 6f 
it into a direction into which it might nototherwife 
have gon^ ; ^lid it is by no means certain that this 
artificial dir^ftion i§ likely to be more advantageous 
to the fociety than that into \Vhich it would havfe 
gone of its own accord. * 

Every individual is continually exerting himfetf 
to find out the moft advantageous employment 
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lor whatever capital he can command. It it hii 
own advantage , indeed , and not that of the fiocietf ^ 
which he has in view. But the Qudy of bis own 
advantage naturally , or rather neceflarily leads him 
to prefer that employment which ii moft advan- 
tageous to the fociety. . ^ , 

Firft, every individual endeavours to employ 
his capital as near home fis he o^, and cofife^ 
quently as much as he can in the fiipport of do- 
meftic indufiry , provided always that he can there- 
by obtain the ordinary » or not a . great deal lA 
than the ordinary profits of ftoclc. 

Thus, upon equal or nearly equal pio&ti, every 
wholefale merchant naturally prefers thei homer 
trade to the foreign trade of confun^ion, and 
the foreign trade of confumption , . to the carrying 
trade. In the home -trade his capital is never fo 
long out of his fight as it frequently is in (be 
foreign trade of confumption. He can know be^ 
ter the character and fituation of the perfom 
whom he trufts , and if he fliould happen to be 
deceived , he knows better the laws of the coun^ 
try from which he mufjt feek redrefs. In the 
carrying trade, the capital ot the merchant is, 
as it were, divided between two foreign countries, 
suid no part of it is ever neceflar<ily hrouglu 
home , or placed under }>is own immediate view 
and command. The capital which an Anofterdam 
merchant employs in carrying corn from Kc^ 
nigfberg to Lifbon, and fruit and wine from 
Lifbon to Kcenigfberg, mult generally be the 
one- half of it at Kceniglberg and the other halif 
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at Lifbon. No part of it need ever come to 
Amfterf^m. The namral refidenc6 of fuch a mer- 
(harit fliould either be at Koenigflberg or Lifbon , 
and it can 6n!y be fotne very particular circumftan* 
ces which can make him prefer the refidenceof Am-» 
fterdam. The uneafinefs , however , which he feels 
at beiiig fi^paf ated fo far From his capital, generally 
determines him to bring part both of the ICoe^ 
niglberg goods which he d^ftines for the market 
of Lilbon ; and of the Lifbon goods which he 
deftines for that of*Koenigfberg, to Amfterdam: 
and though this neceffarily fubjefls him to a double 
charge of loading and unloading, as well as to 
the payment of fome duties and cuftoms , yet for 
the fake of having fome part of his capital always 
under his own view and command i he willingly 
fubmtts to this extraordinary charge ; and it is in thif 
manner that every country which has any confi- 
derable fbare of the carrying trade , becomes alwayi 
the enfiporium, or general market, for the goods 
of all the different countries whofe trade it carries 
on. The merchant, in order tofave a fecond 
loading and unloading, endeavours always to 
fell in the home-market as much of the goods of 
all thofe different countries as he can , and thus ,; 
fo far as he can , to convert his carrying trade into 
afd^ign trade of confumption. A merchant, in the 
feme manneif , 'who is engaged in the foreign trade 
of cbnfumption , when he coUefls goods for foreign 
markets, will always be glad, upon equal or nearly 
equal profits, to fell as great a part of them at home 
as he can. He faves himfelf the xilk and trouble of 
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(Exportation when « (b far as he can^ he thus converti 
his foreign trade of confumption into a home- trade. 
Home. 13 in this manner the centre, if I ms^y fay 
fo, round which the capitals of the inhabitancy 
of every country are continually circulating^.an4 
towards which they are always tending , . though 
by particular caufes they may fonjietin?^ be ^ivea 
off and repelled from it towards more diftant em- 
ployments. But a capital employed in the hpma^ 
trade, it has already been fhown, neceflarily pu^ 
into motion a greater quantity of domeilic ind;^ftry, 
and gives revenue and employment to a, greater 
number of the inhabitants of the country, than an 
equal capital employed in the foreign trade of con- 
sumption : and one employed in the trade of con^ 
fumpdon has the lame advantage over an equal 
capital employed in the carrying trade. Upon equal| 
or only nearly equal, profits, therefore , eyery in- 
dividual naturally inclines to employ his capital 
in the manner in which it is Mely to afibrd th^ 
greatest fupport to domeftic induiby, , and to 
give revenue and employment, to the greateft 
number of people of bis own copntry. 

Secondly, every individual who employs hif 
capital in the fupport of domeftic indqflry ^ ne- 
ceifarily endeavours fo to dire^thatinduflry, that 
its produce may be of the greatefl poUible vs^ue^ 

The produce of itiduflry is what it adds to the 
fubje£i Of materials upon which it is employed* 
In proportion a& the valme of this produce is greaf 
or fmall , fp will Ukewiie be the profit^ of th^ 
eipoplo^yer* But it is oiily for the i^\e of pro&f 

that 
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that any man employs a capital ia die ftji^orc of 
ittduftry ; and he will always , therefore , endea* 
vour to employ it in the fupport of that induibry 
of which the prodace is likely to be of the greateft 
value, or to exchange for the greateft quantity 
either 6f money or of other goods. 

But the anpual revenueof every fociety is always 
precifely equal to the exchangeable value of the 
whole annual produce of its industry , or rither h 
precifely the fame thing with that exchangeable 
value. As every individual , therefore , endeavours 
as much as he can both to employ his capital in 
the fupport of domeftic induftry , and to to dire^ 
that induftry that its produce may be of the greateft 
value ; every individual neceflarily labors to render 
the annual revenue of the foeiety as great as ^e 
can. He generally , indeed , neither intends tq 
promote the public in tereft ^ nor knows bow much 
he is promoting it. By preferring the fupport of 
domeftic to that of foreign induftry y \ie intends 
only his own fecurity ; and by direAing that in- 
duftry in fuch a manner as its produce may be 
of the greateft* value ^ he intends only his own 
gain, and he is in this, as in many other cafes ^ 
led by an inviiible hand to promote an end which 
^vas no part of his intention. Nor if it always 
the worfe for the focieCy that; it was no part of it. 
Ay purfuing his own interest he frequently prqy 
motes that of the foeiety i<iore effe^ually than 
when he really intends to promote i^ i \h3iVQ 
never known much good flone by thofc vyhq 
affe£Wd to trade for th^ f^obU^/^Qod, It is m 
W. of N. ^i 1^ 



Kl 
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affectation, indeed, not very common among 
merchants , and very few words need be employed 
in diffuading them from it. 

What is the fpecies of domeftic induftry which 
his capital can employ, and of which the produce 
is likely to be of the greateft value, every indivi- 
dual, it is evident, can, in his local fituation, judge 
much better thin any ftatefman or la wgiver can do 
for him. The ftatefman, who fhould attempt to 
direfl private people in what manner they ought to 
employ their capitals, would not only load himfelf 
with a mod uhneceflary attention, but aflume an 
authority which could fafely be trufted, not only to 
no fingle perfAn, but to no council or fenate what- 
ever, and which would no-where be fo dangerous 
as in the hand^ of a man who had folly and pre* 
fumption enough to fancy himfelf fit to exercifeit 

To give the monopoly of the home-marlcet to 
the produce of domeftic induftry, in arty parti- 
cular art or manufacture , is in fome meafure to^ 
direQ. private people in what manner they ought 
to employ their capitals, and muft , in almoft all 
cafes , be either a ufelefs or a hurtful regulation* 
If the produce of domeftic can be brought there 
as cheap as that of foreign induftry, the regula- 
tion is evidently ufelefs. If it cannot, it muft 
generally be hurtful. It is the maxim of every 
prudent maftefof aTamily, never to attempt to 
make at home what it will coft him more to make 
than to buy. The taylor does not attempt to 
make, his own Ihoes, btit buys them of the ihper 
maker. The Ihotmalier does not attempt ,t# 
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make his o\vn clothcti^ bot employs a taylor*. The 
farmer attempts to make neither the one nor the 
other , bat employs thofe different artificers. All 
of them find it for their intereft to employ their 
whole induflry in a way in which they have fome 
advantage over their neighbours , and to purchafe 
with a part of its produce, or what is the fame 
thing, with the price of a part pf it, whatever 
elfe they have occafion for. 

What is prudence in the condufl of every private 
family, can fcarce be folly in that of a great king^ 
dom« If a foreign country can fupply us with a 
commodity cheaper than we ourfelves can make, 
it, better buy it of them with* fome part of the.' 
produce of our own induftry , employed in a way 
in which we have fome advantage. The general 
indultry of the country , being always in propor- 
tion to thfe capital which employs iti will not thereby^ 
be diminiflied, no more than that of the above-men- 
tiqned artificers ; but only left to find out the w^y 
in which it can be employed with the greateft ad-^ 
vantage. It is certainly not employed to the greateft 
advantage, when it is thus dire<^ed towards an 
objed which it can buy cheaper than it can make*. 
The value of its annual produce is certainly more 
or le6 diminiihed, when it is thus turned away 
from producing commodities evidently of more 
value than the commodity which it is directed to 
produce* According to the fuppofition , that com* 
modity could be purchafed from foreign countries 
cheaper than it can be* made at home. I( 
•oul4 f Ihf i;tf(»rt , have btt n purchafed withi a. 
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part only of the coir modi ties, or^ what is the 
fame thing , with a part only of the price of the 
commodities, which the indufbry employed by an 
equal capital would have produced at home , had 
it been left to follow its natural courfe. The in- 
duftry of thccountry, therefore, is thus turned away 
from a more, to a lefs advantageous employment, 
and the exchangeable value of its annual produce, 
inftead of being increafed, according to the inten- 
tion of the lawgiver, muft neceflarily be dimtnilhied 
by every fuch regulation. 

* By means of fuch regulations , indeed , a par- 
ticular manufaAure may fometimes be acquired 
fboner than it could have been otberwife, and 
after a certain time may be made at home as 
cheap or cheaper than in the foreign <iountry. 
But though the induftty of the fociety may be 
thus carried with advantage into a particular 
cliannel fooner than it could have been other- 
wife, it will by no means fo^ow that the fum 
total, either of its induftry , or of its revenue, can 
ever be augmented by any fuch regulation. The 
induflry of the fociety can augment only in pro- 
portion* as its capital augments, and its capital 
can augment only in proportion to what can be 
gradually faved out of its revenue. But the im- 
mediate effefi of every fuch regulation is to di- 
minilh its revenue , and what diminiftes its reve- 
nue is certainly not very likely to augment its 
capital fafler than it would have augmented of 
its own accord, had both capital and induftry' 
beaki left to find out their natural employrnekits. 
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ThcMigh fin: want offiich ^gnlations the fo- 
clety fhopld never aci^^nire the propofed ,mani>- 
fa^ure, it would. not, upxon that account, necef- 
ferily be the poorer ip any one period of its 
duration. Jn every period of its dqratjion . i^ 
whole capital and induftry might ftill have been 
employed, though upon different objeiis, in the 
manner that was n^oft advantageous at the time. 
In every period its revenue might have been the 
greateft which its capital could afibrd , and both 
capital and revenue might have been augmented 
.with the greateft polTible rapidity.. 

The natural advantages which one. cpi^iitry h;^ 
over another in producing particular comn^qdities 
are fometimes fo great, that it is aclcnowjefigefl 
by all the world to be in vain to Qrqggle with 
them. By means, of glaffes^hotbedS', an^ hot' 
walls , very good . gr^ipes^ can be raifed in S^t- 
land, and very good wine too c^nbe made of 
them at about thirty tim^s the expenfe for which' 
at leiaft equally good can be brought from fo- 
Teign countries. Would it be ,a reafonable law 
to prohibit the importation of all foreigi .^ines , 
merely, to eocpurage the making of cl^et and 
burgundy in Scotland ? But if there wpuld be 
a manjfeft abfurdtty in turning towards ^y em- 
ployment, thirty times more of the capi^l and 
induftry of the country , ^an would be njeceffeiry 
to purchafi; .from foreign countries an. equal 
(quantity of the commodities w?wijed,,;the^,mait 
:be an abfurdity, though ^ not aJt9g?tberfo gla- 
'^^g> y^t cxaflly of the lime kind , m ^rnii^ 
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towards any fach employment a thirtieth, or 
even a three hundredth part more of either. 
Whether the advantages which one conntry has 
over another , be natural or acquired , is in this 
relpefl of no confequence. As long as the one 
conntry has thofe advantages , and the other wants 
theni, it ivill always be more advantageouii for 
the latter, rather to buy of the former than to 
make. It is an acquired advantage only, which 
one artificer has over his neighbour , who exercifes 
another trade ; and yet they both 'find it ihorc 
advantageous to buy of one another, than to make 
what dods not belong to their particular trades. 
Merchants and manufaAurers are the people 
who derive the greateft advantage from this mo- 
nopoly of the home-market. The prohibition of 
the importation of foreign cattle , and of fait 
provifions , together with the high duties upon 
foreign^om , which in times of moderate plenty 
amount to a prohibition, are not near fo advan- 
tageous to the gr-aziers and farmers of Great 
Britain , as other regulations^ of the fame kind 
a« to its merchants and manufaflurers. Manu- 
faflures , thofe of the finer kind efp^ciaeily ,, arc 
more eafily tranfported from one country to 
another than corn or cattle. It is in the fetching 
and carrying manufaflures , accordingly, that 
foreign trade is chiefly employed. In manu- 
fadures , a very fmall advantage will enable fo- 
reigners to underfeU our own workmen , even in 
the home market. It will require a very great 
•ne to enable them to do fo in the rude produce 
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©fthe foil. If .the free impoFtation of foreign 
manufaiiurea were permitted, feveralofthe home 
inanDfaflureii would probably fuffer, and fome of 
them, perhaps, , go to ruinaltogether, andacon- 
fiderable part of the ftock and induftryat prefent 
employed in them, would be, forced to find out 
fome other employment. Butrthe freeft importa- 
tion of the rude produce of the foil could hav» 
no fuch effefl upon the agriculture of the country. 
, If the importation of foreign cattle , for ex- 
ample. Were made ever fofree, fo few could be 
imported , that the grazing trade of Great Bri- 
tain coutd .be little affefied by it. Live cattle 
are, perhaps, the only commodity of which the 
tranfportation is more expenfive by fea than by 
land. By land they carry ihenafelves to market. 
By fea, -not only. the cattle j but their food and 
their- water too , mnfl be cctrried at no fmall 
expenfe and ineonrenie^cy. The fhort fea be< 
tween Ireland and Great Britain , indeed , renders 
the. importation .of Jriih catde more eafy. But 
though the free importation o im, which wa» 
lately permitted only for a li d time , were 
rendered perpe(|^at, it could < no confider- 
able effef) upon the intef[eft he grazten ot 
Great Britain. .Thofe ,^'ax^ . Great Britain 
which border upon the Irini are all grazing 

jcountriet, Irifli cattle coutd never be iniported 
for their ufe, but miift be drove throiigh thofe 
-very extenfive counties « at no ftnall expenfe and 
inconvepiency , before they could; arrive at theit 
proper market. Fat cattle coi^ld not be droyf 
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fo far. Leaneattle^ therefore, only could be im- 
ported, and fuch importation could interfere, not 
^vith the ititctt'eft of the feeding or fattening cotni* 
tries^ to Which,' by reducing the price of lean 
cattle , it would rather be advantageous , but 
with that of the breedhig countries only. tThe 
fmali number of Iriflr cattle imported fince -their 
importation wtis permitted, together with the good 
price at Whith lean cattle Aifl continue to fell, 
ieem to demonitrate that even the breeding coun- 
tries of Great Britain are never likely to'l^ mudi 
afFeiled by the free Importation of Irift xzttlt^ 
the common people of Ireland, indeed, ^Tefeid 
to have fomet^es oppoted with violence "the ex- 
portatioil df thfeir c^ttfle. But if tfte exporters ha^ 
found any gre^Jt; adyiantage in cMitinning -the 
;trade; they could eafiiyi When the^hw^was ott 
their fide,ilave cow4u*'^d'this'mbBl^£l! oppo&tron^ 
Feeding atid fdttemn^ countries , Wlid^s , muft 
always be highly impTc^efd / whereas breedmg 
cdtmtries are glen^Vill^ tmt^Wvated^ The High 
price of lean cattle , by augmenting the Vaduedf 

Suncultivited lan^ ^ V**« .» bounty ^gsrinft im- 
jpfovemerit. *Tr5a|nyc6irh try which was 'highly 
Improved thi'oilj^h'dut,'^ wobl^B be.more^dvan- 
^tageotis id iinp^rt .^ftS. 'lean^ cattle thun to breefi 
^hem; /the protintpe-of/ftdlland, ^tetordin^y, 
is' faid, to follow this maxim at prefSnt. Th1> 
jnoiintains of Sc6tlaitd , Wii^i , md 'Northmn- 
Jjeriand, indeed,* -w^^ not capdble cif 

tauch impf o^eif^ent, and ffeem aeftliiiedby naturfc 
%6 bt Wibreediiig tfouritrles^ o^Greact i^ncaiii. 
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The frceft importation of foreign cattle could have 
no other efTe A than to hinder thofe breeding couri«- 
tries from taking advantage of the increafing popa- 
lation and improvement ofthe reft of the kingdom, 
from raifnfig their price to an exorbitant height, 
and from laying a real tax upon all the more 
improved and cultivated parts of the country. ' 
The freeft importation of fait fMrovifions , ill 
thefkme manner, could have as little effeA upon 
the mtereft of the graziers of Great Britain as 
^at of live cattle. Salt provilions are not only 
a very bulky commodity , but when a>mpartd 
^rth freih meat, they are a commodity both ot 
Avorfe quality , and as they c6ft more labor and 
expenfe, of higher price. They eould never, 
therefore, come into competition with the frefi 
meat, though they might with the^feih provifions 
of the country. They might be uTed for visual- 
ling ihips for diftant voyagen, and feeh like ufes, 
but could never make any confiderable part of the 
food of the people. The fmall quantity oi fait 
■provifions imported from Ireland 'fince their im- 
;portation was rendered 'free, is an e?£perimentdl 
proof that our graziers h»vc nothing to appre* 
^hcnd from it. It does not appear 'that the prieo 
of butcherVmeat has ever been fenftbly ifyfXeA 
by it 

^Even the free importation -of foreign com could 

very little alfefl theintcreft tffthe^ farmers dfGreit 

Britain. Com^is a^ much more' bulkycomnrodity 

*^n%utcherVmear. Apotjrfdof wheatarapenny 

is as dear a$ a pound of ^botdierVme^t atfotirpente. 
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The fmall quaniity of foreign corn imported eve» 
in timet of the, igreateft fcarcity, may fatisfy our 

•farmers that they can have nothing to fear from 
the freed importation. The average quantity im- 
ported, one year with another, amounts only, ac- 
cording to the very well informed author of the 
tra£is upon the corn trade , to twi^nty-three-thoa- 
fanrd feven hundred and twenty-eight quarters of 

•all forts of grain, and does not exceed the five hua- 

•dreth and feventy-one part of the annual con- 
fumption. But as the bounty upon com occ|- 
0on8 a greater exportation in yeafs . of plenty , 

^(o it mud of confequence occafion a greater 
importation in years of^fcarcity, than in the 
a£lual date of tillage would otherwife take 
place. By means of it, the plenty of one year 

tdoes not compenfate the fcarcity of another , and 
as the average quantity exported is necelTarily 
augmented by it , fo mud ^kewife , in the a£lual 
date of tillage, the average quai^tity imported. 
If there w^re no bounty , as lefs com would he 
exporjted , fo it is probable that , one year with 
another, leis would be imported than at prefent. 

.The corn merchants , the fetchers and carriers of 

• corn between Great Britain and foreign countries^ 
would have much le& employment y and might 
fuffer confiderably ; but the country gentlemen 
and f^inert Qould fufier very little* It is in the 
corn men^hants accordingly , rather than in the 
country gcpitl^men and &rin^rs, that I have ob- 

.ferved the greeted anxiety fw the renewal and 

XQQtinnatton of the hoimty. 
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^ Country gentlemen and farmers are, to their 
great honor , of all people , the leuft fubje£^ to the 
wretched fpirit of monopoly. The undertaker oft 
great manufactory is fometimes alarmed if another 
work of, the fame kind is eftablifiied within twenty 
miles of him. The Dutch undertaker of the woollen 
manufa61ure at Abbeville ftipolated ^ that no work 
t)f the fame kind fhould be eftabliihed within thirty 
leagues of that city. Farmetsandcountry gentlemen^ 
on the contrary , are generally difpofed rather to 
promote than to obftrnft the cultivation and im- 
provement of their neighbours* farms and eftates. 
They have no fecrets , fuch as thofe of the greater 
part of manufafturers, but are generally rather fond 
of communicating to their neighbours , and of 
extending as far as poflible any new practice 
which they have found to be advantageous* 
Pius Quejlus^ (ays old Cato, Jtabilijfimufque , mi- 
nimeque invidiofus ; ^minimeque mate cogitantcsfuni^ 
qui in eojludio occupatifunt. Country gentlemch 
^nd farmers, difperfed in different parts of the 
country , cannot fo eafily combine as merchants 
and manufe£kirers , who being collefled into 
towns , and accuftomed to that exclufive corpo- 
ration fpirit which prevails in them , natbrally 
endeavour to obtain againft all their countrymen, 
the fame e;xclufive privilege which they generally 
poffefs againft the inhabitants of their refpefltve 
towns. They accordingly feem to have been 
•the original inventors of thofe reftraints upon tlie 
importqttoo of foreign goods, which fecure to 
them the monopoly of the home - market.. It was 
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probably in imitatiQir of them , and to pntthem- 
ielves upon a }prel with thofe who, 4hey founds 
were difpofed to pppreft them , that the country 
gentlemen and farmers of Great Britain fo far 
SoTgpt ihe generoiky which is natnrat to their 
ftatKHii as to demand the exclufive privilege of 
Ibpplying dieir countrymen with cori^ and hot- 
cherVmeac They did not perhaps take time to 
confider , how much le(s their intereft could be 
aife^W by the freedom of trade, than that of the 
people whofe example they followed. 

To prohibit by a perpetual law the importa^ 
tion of foreign com and cattle , is in reality t^ 
ena£l, that jthe popmlaticm and induftry of the 
country AaH at no time exceed what the rude 
produce of its own foil can maintain. 

There feem, however, to be two cafes in which 
h will generally be advantageous to lay fome 
burden upon foreign , for the encouragement oi 
'domefttc induftry. 

The firftis, when fome particular fort of in- 
duftry is neceflary for the defence of the country* 
The defence of Great Britain , f^ example , de^ 
spends "very much upon the number of its £siiloc» 
and fliipping. The a£i of navigattcm, therefore ^ 
•very prop^y endeavours to give the feilors and 
'{hipping of Great Britain the monopoly of the 
trade of dieir own country, in fomeeafi^, by 
abfolute prohibitidns , and in others by heavy 
4)urdens upon the Ihipptng o^ foreign countries. 
The following are the principal dilpofitions of 
this-aO^ 
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Firft y all flhips , of which the owners , maf- ^ 
ters, and three - fourths of the mariners are not 
Britilh fubje£)s, are prohibited, upon pain of 
forfeiting (hip and cargo, from trading to the 
Britifh fettlements and plantations , or from 
being employed in the coafting trade of Great 
Britain. ' 

Secondly , a great variety of the moft bulky 
articles of importation can be brought into Great 
Britain only , either in fuch ftips as are above 
defcribed , or in fliips of the-country where thofe 
goods are produced, and of which the owners , 
mafters, and three - fourths of the mariners, are 
of that particular colarttry; and when imported 
even in fhips of this latter kind, they" are fubje£{ 
to double aliens* duty. If imported in liips of 
any other country, the penalty is forfeiture of 
th\p and goods, Wheii this aft was made , the 
fiutch wer'e, what they ftill are, the great car- 
tiers of Europe , and by this regulation they werfe 
entirely excluded from being the carriers'to Great 
Britain , or from importiitg to us the go6ds of any 
other European country. 

Thirdly , a great variety of the moft bulky 
articlei5 of importation are prohibited from heiti^ . 
imported, even in Britiih fiii'ps, fr6tn *ny cduh- 
try but that in which ttiey are produced ; under' 
pain of forfeiting fliip ahd <^argo. This regula- 
tion too was prbbably intended againft the 
Dutch. Holland was then , as nOW , the great 
emporium for all European goods, atild by this 
Regulation, Britiiji ftips were Hindered front 
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loading in Holland the goods of any other Euro- 
pean coantry. 

Fourthly, fait fifli of all kinds, whale-fins^ 
whale -bone, oil, and "blubber, not caught by 
and cured on board Britifh veffels , when im- 
ported into Great Britain, are fubje<3ed to double 
aliens* duty. The Dutch, as they are Aill the 
principal, were then the only filhers in Europe 
^at attempted to fupply foreign nations with fiOi. 
By this regulation , a, very heavy burden was laid 
9pon their fupplying Great Britain. 

When the a£l of navigation was made, though 
England and Holland were not actually at war, 
the mod violent animofity fubfifted between the 
two nations. It had begun during the government 
of the long parliament, which hrft framed this ad, 
and it broke out foon after in the Dutch wars 
during that of the Protedtor and of Charles the 
Second. It is not impoflible, therefore, that fome 
of the regulations of this famous a£l may have 
proceeded from national animoiity. They are as 
wife, however, as if they had all been di£lated by 
the molt deliberate wifdom. National animofity 
at that particular time aimed at the very fame 
pbjeA which the moJit deliberate wifdom would 
have recommended , the diminution of the naval 
power of Holland ^ the only naval power which 
could endanger the fecurity of England, 

The ad of navigation is not favorable to foreign 
commerce , or to the growth of that opulence 
which can arife firom it. The intereft of a nation 
j» its oommiemarrtlatioQs to foreign nations is^ 
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Kke that of a merchant with regard to the dii&rent^ 
people with whom he deals , to buy as cheap and. 
to fell as dear as poflible. But it will be molt likely, 
to buy cheap , when by the moft perfefl freedom 
of trade it encourages all nations to bring to it the 
goods which it has occafion to purchafe; and^. 
for the fame reafon y it will be moft likely tafelL 
dear, when its markets are thus filled with the, 
greateft number of buyers. Ihe afl of navigation ,^ 
it is true , lay^ no burden upon^ foreign fliips thatr 
come to export the produce of Britiih induftry.. 
Even the ancient aliens' duty^ whicTi ufed to be 
paid upon all goods exported as well as imported , 
has, by feveral fubfequent afls, been taken off 
from the greater part of the articles of exportation.; 
But if foreigners, either by prohibitions or high, 
duties , are hindered from coming to fell , they, 
cannot always afford to come to buy,; becaufe 
coming withoot-a cargo, they muft lofe the freight, 
from their own country to Great Britain. By dimi- 
nifhing the number of fellers , therefore , . we ne^ 
ceffarily diminifh that of buyers, and are thu^, 
likely not only to buy foreign goods dearer, but. 
to fell our own cheaper , than, if there was a more, 
perfed freedom of trade* As defence; however^ 
is of much more importance than opulence , the 
ad of navigation is, perhaps, the wifeA of all the. 
commercial regulations of England. 

The fecond cafe , in which it will generally b^ 
advantageous to lay fome burden upoa foreign foic. 
the encouragement jofdpmeftic induftry y is, when, 
bxM tax is impofed it homt Mf9U tht predu^ 
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of the latter. In this cafe, it feems reafonable that 
an equal tax ftould be impofed upon die Uke pro 
duce of the former. This would not give the mono- 
poly of the home market to domeilic induftry, 
nor turn towards a particular employment a greater 
fliare of the flock and labor of the country , than 
what would naturally go to it. It would only 
hinder any part of what would naturally go to it 
^om being turned away by the tax , into a left 
natural diredion , and would leave the competition 
between foreign and domeftic induftry , after the 
tax y as nearly as poflible upon the fame footing as 

/ before it. In Great Britain , when any fuch tax is 
laid upon the produce of domeflic induftry, it is 
tifual at the fame time, in order to flop the cla- 
morous complaints of our merchants and manufac- 
turers , that they will be underfold at home , to lay 
2 much heavier duty upon the importation of all 
foreign goods of the fame kind. 

This fecond limitation of the freedom of trade 
According to fome people fhould , upon fome oc- 
cafions, be extended much farther than to the 
precife foreign commodities which could come 
into cottapetition with thofe which had fafeen 
taxed at home. When ^he neceifaries of life* 
have been taxed in any country , it becomes. 

• proper, they pretend , to tax not only the like 
neceifaries of life imported from other countries ,- 
but all forts of foreign goods which can come 
into competition with any thing that is the pro-^ 
duce of domeflic induflry. Subftitence, they 
fay^ beciomes neceflarily dearer, in confequence 

of 
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bf fach taxes ; and the price of labor muft always 
rife with the price of the laborers' fubfiftence. 
Every commodity, therefore, which is the produc'e 
of domeftic induftry ^ though not immediately 
taxed itfeif, becomes dearer in confequence of 
fuch taxes, becaufe the labor which produces it 
oecomes fo. Such taxes, therefore^ are really 
equivalent , they fay , to a tax upon every parti- 
culai: commodity produced at homei In order to 
put domeftic upon the fame footing with foreign 
induftry, therefore, it becomes necefTary^ they 
think , to lay fome duty upon every foreign com- 
modity, equal to this enhancehfient of the price 
of the home commodities with which it can 
come into competition. 

Whether taxes upon the neceifaries bf life j fuch 
as thofe in Great Britain upon foap, fait, leathery 
candles, &c. neceCfarily raife the price of labor, 
and confequently that of all other commodities, 
I (hall conlider hereafter , when I come to treat of 
taxes. Suppofing, however, in the mean time, 
that they have this eSeO, , and they have it un- 
doubtedly, this general enhancement of the price 
bf all commodities^ in confequ^ce of that of 
labor, is a cafe which differs in the two following 
refpe£)s from that of a particular commodity, of 
which the price was enhanced by a particular tax 
immediately impofed upon it. 

Firft, it mi^ht always be known with great 
fexadnefs how far the price of fuch a commodity 
tould be enhanced by fuch a tax: but how fa^ 
the general enhancement of the price of labdf 

W. of N. a. 19 
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might affeA that of every different commodity 
about which labor was employed, could never 
be known with any tolerable exa^hiefs. It 
would l^ impoflible , therefore , to proportion 
with any tolerable exaffaiefs the tax upon every 
foreign, to this enhancement of the price of every 
home commodity. 

* Secondly^ taxes upon the necelfaries of lifeliave 
nearly the fame effed upon the circumllances of 
the people as a poor foil and a bad climate. 
Provifions are thereby rendered dearer in the fome 
manner as if it required extraordinary labor and 
expenfe to raife them. As in the natural fcarcity 
arifmg from foil and climate, it would be abford 
to dire^V the people in what manner they ought 
to employ their capitals and indqftry, fo is it 
likewife in the artificial fcarcity arifing from fuch 
taxes. To be left to accommodate, as well as 
they could , their induftry to their fituation , and 
to find out thofe employments in which, not- 
withflanding their unfavorable circumftances, 
they might have fome advantage either in the 
home or ill the foreign market , is what in both 
cafes would evidently be moft for their advantage. 
To lay a new tax upon them , becaufe they are 
already overburdened with taxes, and becaufe 
they already pay too dear for the neceifaries of 
life, to make them likewife pay too dear for the 
greater part of other commodities , is certainly a 
moil abfurd way of making amends. 

* Such taxes, when they have grown up to k 
certain height^ are a curfe equal to the barrennefii 
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^f the earth and the inclemency of the heavens; 
and yet it ift in the richeft and moft induftrious ( 
countries that they have been moft generally im« ^ 
pofed. No other countries could fupport fo great 
a diforder. As the ftrongeft bodies only can live and 
enjoy health, under an unwholefome regimen;^ 
(p the nations only, that in every fort of induftry ^ 

have the greateft natural and acquired advantages , 
can fubfift and profper under fuch taxes. Holland 
is the country in Europe in which they abound 
moft , and which from peculiar circumftances con* 
tinues to profper , not by means of them , as has 
been moft abfurdly fuppofed , but in fpite of them. 

As there are two cafes in which it will gene- 
rally be advantageous td lay fome burden upon 
foreign, for the encouragement of domefiic in- 
duftry 5 fo there are two others in which it may 
fometimes be a matter of deliberation; in the 
one, how far it is proper to continue the free 
importation of certain foreign goods ; and in the 
other, how far, or in what manner, it may be 
proper to reftore that free importation after it 
has been for fome time interrupted. 

The cafe in which it may fometimes be 'ai 
matter of deliberation how far it is proper to 
continue the free importation of certain foreign 
goods , is , when fpme foreign nation reftrains by 
high duties or prohibitions the importation of 
Ibme of our manufadiures imp their country. 
Revenge in this cafe naturally di£ktes retalia-t 
tion , and that we fhould impofe the like duties 
wd prohibitions* upoA the impoiftation of (tmp^ 
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or all of their inanufa£bres into oan. Nations ^ 
accordingly feldom fail to retaliate in this man- 
ner The French have been particularly forward^ 
to favor their own manufaAures by reftraining 
the importation of fuch foreign goods as could 
come into competition with them. In this confified 
a great part of the policy of Mr Colbert ^ who^ 
notwithftanding his great abilities , feems in this 
cafe to have been impofed upon by the fophiftry 
of merchants and manufacturers , who are always 
demanding a monopoly againil their countrymen. 
It is at prefent the opinion of the molt intelligent 
men in France that his operations of this kind 
have not been beneficial to his country. That 
miniller , by the tarif of 1667 , impofed very high 
duties upon a great number of foreign manu^ 
failures. Upon his refufmg to moderate them ia 
favor of the Dutch ^ they in 1671 prohibited the 
importation of the wines » brandies , and mann- 
features of France. The war of 1672 feems to 
have been in part occafioned by this commercial 
difpute. The peace of Nimeguen put an end to 
it in 1678, by moderating fome of thofe duties in 
favor of the Di/tch, who in confequence took 
off their prohibition. It was about the fame 
time that the French and Englifh began mutually 
to opprefs each other's induftry, by the like 
duties and prohibitions, of which the French, 
however, feem to have fet the firft example. 
The fpirit of hoftility which has fubfifted be- 
^een the two nations ever lince, has hitherto 
hindered them from being moderslted on eithec 
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iide. In 1697 the Englifh prohibited the importsH . 
tion of bonelace , the inanufe^lore of Flanders. 
'Fhe govemment of that country , at that time 
TLnder the dominion of Spain » prohibited in return 
the importation of Englifli woollens. In 1700^9 
the prohibition of importing bonelace into Eng- 
land , wa& taken oil upon condition that the iwr 
poriation of Englifh woollens into Flanders Oiould 
be put on th^ ^me footing a& before* 

Thitie may be good policy in retaliations of this 
kind 9 wben there is a probability that they wiU 
procuie the repeal of the high duties or prohibit 
tiona complained of*. The recovery of a great 
foreign market will generally more than compenfate 
the tranHt^ry incoQveaiemcy of paying dearer dur- 
ing a Aopt time fox fome forts, of goods. To judge 
whetherfuch retaliations are likely to produce fudi 
an eifed^ does not, perhaps, belong fomuekto 
the fdence of a legtflatoB j, whpfe deliberations 
ought to be governed by general prindplea^^^iclL 
are always the fome , as ta. the fkill o£ that in£dious. 
and crafty animal, vulgarly called -a fiftteftnan or 
politician, wh<^ councils are dire£ted>by themiof 
jEneatwy fluduations of affairs;. When theie if fiio 
|Iiob^iliiy that any fucfa repeal^ can be pifocured^. 
it fioeni a bad niethod oficompenfating the^injbry 
done to cevtail^clai^es of our people , to damiothex 
injury ourfelves, not only ta thofe ck£^, but to 
almoftall the other daifes of them^ When ou^ 
neighbonss prohilE^it fome manufa^lure ofeurs, 
we geaerally prohibit^ not only the fame, for 
t^at alone would feldom affe^l them cojoifiderably/^, 



^94 THE NATURE AND CAUSES OF 

but fome other mahu&Aure of theirs. This^mayiie 
doubt give encouragement to fome particular ela6 
of workmen among ourfelves ^ and by excluding 
fome of their riv^, may enable them to raife 
their price in the home-market* Thofe workmen ^ 
however, who fullered by our neigh botirs' prohi- 
bition will not be benefited by ours. On the 
contrary , they and almoft all the other dales c^ 
our citizens will thereby be^ obliged to pay dearer 
than before for certain goods. Every fach law , 
therefore , impofes a real tax upon the whole 
country , not in fevor of that particular dafs of 
workmen who were injured by ocir neighbours^ 
prohibition, but of fome other claft. 

The cafe in which it may fom^imes be a 
matter of deliberation , how far, or in what man-* 
tier , it is proper to reAore the free iinportation of 
foreign goods, after it has been fer -fome ^me 
interrupted, is, when, particular manufadures, 
by tnesms of high dwcies or prohtbirions upon all 
foreign goods which can oome into compedtioR 
ivith. >them ; liave been fo fsr extesMied as^ to em^ 
ploy a gfieac multitude of hamk. Humanity 
may in thds cafe raquire that the freedom of 
trade Aould be r^Aortd cmly by flow gradations , 
ami r^ivith a good deal of refenre and meom^ 
ipeiSton/ Were thofe high duties and probi* 
bitiom taken away aH at once , cheaper foreign 
goods of the lame kind migbt be peured fo faft into 
the home market, as 'to deprive ail at once many 
thoufands of our people of their ordinary employe 
m«nt and means c^ fubfiftence. The diforder 
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^^h this would occafiati might no dotibt be 
very confiderable. It would in all probability , 
however, be much left than is commonly ima-* 
gined, for the two following reafons: 

Firft, all thofemanufadures, of which any part 

is commonly exported to other Enropean countries 

without a bounty , could be very little affe^d 

by the freeft importation of foreign goods. Such 

inannfa^iures muft be fold as cheap abroad as 

any other foreign goods of the Saime qualky and. 

kind 9 and confequently muft be fold dieapejt ^t 

home. They would ftill , therefore , keep pofleflion 

of the home market, and though a capricious 

inan of fafliion might fometime* prefer fofe^ 

wares, merely becaulie they were foreign, to cheaper 

and better goods of the finne kind that were made 

at home, this folly could, from the natuii of 

things , extend to fo £ew , that it could make no 

feniible impreflion upon the general employment 

of the people. But a great part of all the different 

branches of our woollen manufii£lure , of our tau'* 

ned leather, and of our hard^ware, areanniKilly 

exported to other European countries without any 

bounty , and thefe are die manufadtirres which 

employ the greateft number of hands* .TheAlk,' 

perhaps , is the manufadure which wocAd fufiep 

the moft by this freedonr of trade, and after it the 

Knen , though the latter mm^ lefs than die fcMntr. 

Secondly , though a .^eat number of people 

Ihould, by thus reftoring the feeedom of trade, 

be thrown all at once out ol their ordinary em-* 

ployment and* common method of fi^hliftence ^^ it 
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would by no means follow that they woald there^ 
by be deprived either of employment or fnl>i 
fiftence. By the reduction of the arn^y and navy 
at the end of the late war ^ more than a handre<]^ 
thoufand foldiers and feamen , a number eqaal to 
7 what n employed in the greateA manti&£hires ^ 
; were all at once thrown out of their ordinary ^oon 
ployment; but^ though they no doubt fuffered fome 
inconv^ntency , they Mrcre not thereby deprived o£ 
all employipent and fubiiftence. The gre^tei: part 
of the feamen, it is probable, gradually betook 
themfelves to the merchant-feryice as they could 
find occafion , and in the mean time both they and 
the fic^iers lyere . abibrbed in (he great maft oi 
the peopjle, and employed in a great varii^ty ofi 
occupations. Not only no ^eat c6nvi;ilfipn , but 
no feniible' diforder a^bfe from fo great a change 
in the fituation of more than a hundred thoufand 
men , alLaecuftomedto the ufe of arnaif , andmany 
of them to rapine and; plunder. The ana^ber o£ 
vagrants w^ fcarce anyrwhere fenfibly in^eafed 
by it, even the wages ofiabor were not reduced 
by it 'm any occupation , fo £ajr 33 1 have been able to^ 
learn , except in that of feaqnen in the merchantr 
fervice. Put if we cctmpare together the habits^ 
of a fajdieraud of any fort of manufadurer ^ wet 
fliail hnd that tho£s^ of the latter do not tend fa 
much tp^ disqualify ham froitn being emphaqred in 
a new> trade ^ as thofe o| the former, fr6m being 
employed ia an,y^ Th^ manufa£lurer has, always 
been accufiomed to^look for his fubfillen^e from 
bis labor only : the foldier ta ei^pe£l tt &om his pay. 
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App1icatio,n and induflryv have l>een fonilar to 

the one; idleneft ai\d diflipation tp the other. 

But it 18 forely much eafier to change the dtreAion 

of induftry from one fort of labor to another , than 

to turn idleneft and diffipation to any. To the' 

greater part of manulaAares Ibefides, it has akeady 

been obferved , there^are other collateral manufac*- 

tores of fo fimilar a nature , that a workman can 

eaiily transfer hts tnduftry from one of them to* 

another. The greater part of fuch workmen too 

are occafionally employed in country labor. The 

ftock which employed them in a particular manu* 

ia6kire before , will ftill remain in the country to 

employ an equal nunaber of people in fome other 

way. The capital of the country remaining the 

&me, the demand fpr labor will likewife be the 

feme y or very nearly the feme , though it msiy he 

exerted in different places and for different occu<» 

patio^is. Soldiers and feamen, indeed 9 when 

difcharged from the king's fervice, are at liberty 

to exercife a,ny trade , within any town or place 

of Great Brita.in or Ireland. Let the lame natural 

liberty of exercifing what ipecies of induflry they 

pleafe^ be reftored to all his majefty*8 Vubje^, 

in the iame manner as to foldiep and feamen ; 

that it, break down the exdnfive privilege of 

corpoj^tions,, aodfepealthefi^^le of appienti^en 

fliip, both which are real < encroachments upon, 

ns^tural liberty , a^ add to theie the repeal of the, 

law of fettlements, fo that a poor workman, 

yfhcn thrown pu;t c^ employment either in one 

trade or in, one pJace^ may feek for it in another 
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trade or in another phce , without the fear eitbeir 
of a profeeution or of a. removal , and neither 
the poblie nor mdividnaU will fuffer mocb more 
firbm the occafional difi>anittng fome particulair. 
clafies of manufadlorers , than from that of Cpkliers^ 
Our manufacturers hare n4> doubt great merit 
with their country, but they ^cannot have more 
than thofe who defend it with thetr blood, nor 
deferve to be treated with more delicacy^ 

To expeA , indeed , that the freedom of trade- 
Ihould ever he entirety xeftored in Great Britain ^ 
is as abfurd as to expe£l thidt aa Oc^ma or Uto^ 
pia Aould ever be eftabliAed in it. Not only 
the prejudices of the public , but what is muck 
more unconquerable , the private interefts of 
many individuals; irrefiftibly oppofe it. Were 
the oflScers of the army to oppofe with the .fiime. 
zeal and nnanimity any redu6^Mfi in the number 
e[ forces , with wbidi niafter manufeClurers fee 
themfel ves againft every \iw diat is Ukeiy to increafe 
the number of their rivals in the home maii^t; 
were the former to animate their foldiers , in the 
fome manner as the latter inflame their workmeny 
to attack with violence and outrage the propofers 
of any fuch regulation ; to attempt to reduce t!^ 
army would be as dangerous as it has now 
become to attempt to diminifh in any refpcA the 
monopoly which our. manu&£lurers have obtained 
againft us. This monopoly has fo much increafed 
the number of fome particular tribes of them, that 
like an over -grown ftanding army, they have 
fietome formidable to the government j. and upon 
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many tyccaiions mtimidate the legiflato^e; The 
member of parliament who fupportt every p^opoC^ 
for ftrei^gthening thia monopoly , is fare to acquire 
not only the reputation of miderftanding trade, 
but gr^at popolarity and influence ^ith ah order 
of. men whofe numbers and wealth render them 
of great importance. If he oppofes diem^ on the 
coiitraary , and ftill mote if he has authority enou^ 
to be able to thwart them, neither the moft aei» 
knowledged probity , nor the higheft rank ^ lior 
the greateft puUic fervices can prote6i him firona 
the moft* in&mem abufe and detra^ion , from 
perfbnal infult^, nor ibmetimes from real danger, 
arifing teni the infotent outrage of furious and 
di&tppoiiited tuonopoliilsk 

Thts undertaker ef a great manu&ifiure who i 
by the home ifiarkiets being fuddariy laid open 
to the competition of foreigners, fhould be obliged 
to abandon his trade , would no doubt fuffer veVy 
confiderably. That part of his capital which had 
ufually been employed in purchafing materials and 
in paying his workmen, might, without much 
difficulty, perhaps, find another employment. 
But that part of it which was fixed in work* 
houfes, and in the inftruments of trade, could 
fcarce be difpofed of withput confiderable lofs. 
The equitable regard , therefore , to his intereft , 
requires that changes of this kind fhould never be 
introduced fuddenly, but flowly, gradually, and 
after a very long warning. The legiOature, were it 
poflible that its deliberations could be always 
dire£ted , not by the clamorous importunity of 
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partial mtercfb , but by an extenfive view of the 
general good^ ought upon tki$ very account^ 
perhaps, ta be particularly careftil neither to eftab* 
liih any new monopolies of diis kind, nor to 
extend furtiiM thofe which are already eftabUAed, 
Every fuch regolation introduces fome degree 
of real difordsr into the conilitution of the ftate , 
which it will be difficult afterwards, ta cure 
without ocoafiqning anoiber d&rder^ 

How &ur it may be. proper to incseafo taxes 
upon the importation of foreign, gooda^ in order, 
not to prevent thetr importaticm , but to. rsufe a 
revenue for goyemment, I Aall confidec hereaftoi 
when I come to treaib of taxes. Taxc|^impored 
with a view to prevent , or even t9 diminifli im^ 
portation* are evidendy ia deftrn^ve of the< 
revenuje of the cuAoma as of the iiceedom of trader 
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CHAP. III. 

Of the extraordinary Rejiraints upon the impofiatiori 
of Goods ofalmojl all kinds^from thofe Couhtfies 
with which the Balance is fuppqfed to he difad-' 
vantageous^ ^ 

!► A R T t. • 

Of the Unreafonablenefs of thofe Rejiraints even upon 
the Principles of the Commercial Syjlem. 
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O lay e^ctraordlnary refiraihts 19)>ob the im^ 
portation of goods of almoft all kinds frokn thofe 
particular countries with which the balance of 
trade is fuppofed to be difadVantageoud ^ is the 
fecond expedient by whith the commercial fyftem 
propofes to increafe the quantity of gold and filver« 
Thus in Great Britain ^ Silelia lawns may be im- 
ported for hoiie confumption^ Upon paying 
certain duties. But French cambrics and lawns 
are prohibited to be imported , except into the 
port of Londorl) there to be warehoufed for 
exportation. Higher duties are impofed upon the 
wines of France than upon thofe of Portugal , or 
indeed of any other country. By what is called 
the impoft 1692 , a duty of five-and-twenty per 
cent. ) of the rate or value , was laid upon all 
French goods ; while the goods of other nations 
were, the greater part of them, fubjededto much 
lighter duties ^ feldom^ esdceeding five^per cent^ 



Soa THE NATURE AND CAUSES OF 

The wine , brandy , (alt and vinegar of France 
were indeed excepted; thefe commodities being 
fabje£)ed to other heavy duties, either by other 
laws 9 or by particular claufes of the fame law. 
In i6y6, a fecond duty of twenty-five per cent. , 
the firit not having been thought a fufficient dif- 
cx>aragement, was impofed upon all French goods^ 
except brandy; together with a new dutyoffive- 
and-twenty pounds upon the ton of French wine, 
and another of fifteen pounds upon the ton of 
l^rench vinegar. French goods have never beeii 
omitted in any of thofe general fubfidies, or 
duties of five per cent , which have been impofed 
upon all , or the greater part of th^ goods enu- 
merated in the book pf rates. If we count the 
one third and two third fubfidies as making a 
complete fubfidy between th^pii , there have been 
five of thefe general fubfidies ; fo that before the 
commencement of the prefent war feventy* five 
per cent, may be confidered as the lowed duty, 
to which the greater part of the goods of the 
growth, produce, or manufacture of France were 
liable. But upon the greater part of goods , thofe 
duties are equivalent to a prohibition. The French 
in their turn have , I believe , treated our goods 
and manufadures jultas hardly^ though I am not 
fo well acquainted with the particular hardihips 
which they have impofed upon them. Thofe 
mutual reftraints have put an end to almoft all 
fair commerce between the two nations , and 
I finugglers are now the principal importers , either 
nfJSsitUb goods into France y or of Frepch good^ 
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Into Great Britain. The principles which I have 
been examining in the foregoing chapter took 
their origin from private interelt and the fpiritof 
monopoly; thofef which I am going to examine 
in thb, from national prejudice and animofity. 
They are, accordingly , as might well be expeAed, 
fliU more nnreafonable. They are fo , even upon 
the principles of the commercial fyflem. 

Firft , though it were certain that in the cafe 
of a free trade between France and England , for 
example , the balance would be in favor of 
France , it would by no means follow that fuch 
a trade would be difadvantageous to England ^ 
or that the general balance of its whole trade 
would thereby be turned more againll it. If the 
wines of France are bettier and cheaper than thofe 
of Portugal, or its linens than thofe \>fGermanyy 
it would be more advantageous for Great Bri«- 
talnd to purchafe both the wine and the foreign 
linen which it had occafion fbt of France , than 
of Portugal and Germany. Though the value 
of the annual importations from France would 
thereby be greatly augmented, the value of the 
whole annual importations would be diminifhed^ 
in proportion as the French goods of the fame 
quality were cheaper than thofe of the other two 
countries. This would be the cafe , even upon 
the fuppolition that the whole French goods 
imported were to be confumed in Great Britain. 
But, fecondly , a great part of them mi^ht be 
re-exported to other countries, where, bein^ fold 
•with profit, they r^ight bring ba(;k a return equsi 
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in value, perhaps ^ to the prime coft of the whole 
French goods imjiorted. What has frequently 
been faia oiP th^ Eaft India trade might poflibly 
l^e true of the iFrench ; that though the greatei" 
part of !Ealt India goods wete bought v/iih gold 
and filver , the re-exportation of a part of them 
to other countries, brought back more gold and 
filver to that which carried on the trade than the 
prime coaft of the whole amounted to. One of thd 
moil important branches of the Dutch trade, at 
prefent, coniifts in the Carriage of Fri^nch goods 
to other Europeaii countries. Soihe part even of 
the French wine drank in Great Britain is clandef- 
tinely imported from Holland and Zealand. If there 
was either a free trade between France and England, 
or if French goods could be imported upon paying 
only the farije duties as thofe of other European 
tiatioils, to be drawn back upon exportation^ 
Englartd might have fome {Hare of a trade which 
is foiihd fb advantageous to Holland. 

Thirdly, and laftly, there is no certain cri- 
teribh by which we can determine on which fid^ 
\vhat is called the balance betw*een any two coun- 
tries lies , or whicli of them exports to the great- 
feft value. National prejudice and animdQty j 
prompted always by the private intereft of parti- 
cular traders , stre the principles which generally 
dired our judgment upon all queftions concern- 
ing it. There are two criterions , hovVever i 
which have frequently been appealed to upon, 
fuch occafions, the <ultom-houfe books ahd the 
6otirfe of exchange. The cuAom-lioufe bookai 

- t think, 
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I, think ^ it is now genertilly acknowledged ^ am 
H very uncertain criterion ^ on account of the in- 
itcuracy of the valuation at which the greater part 
of goods are rated in them* The coorfe of eji^ 
change is, perhaps^ almoft equally foa 

When the exchange between two placet ^ fu^ 

as London and Paris ^ is at par» it is faid to be 

a fign that the debts due from London to Paris aM 

compenfated by thofe due from Paris to London* 

Qn the contrary, when a premium is paid at 

I.ondon for a bill upon Paris , it is {aid to be a 

fi^ that the debts due from London to Paris arei 

not compenfated by thofe due from Paris to London^ 

but that a balance in money mufi be fent out from 

the latter place; for the rilk, trouble, and ex^ 

penfe of exporting which , the premium is both 

demanded and given* But the ordinary ftate of 

debt and credit between thofe two cities muft ne* 

ceifarily be regulated , it is faid , by the ordinary 

Courfe of the dealings with one another* When 

neither of them imports from the other to a greater 

amount than it exports to that other, the debts 

and credits of each may compenfate one another* 

But when one of them imports from the other to 

a greater valQe than it exports to that other ^ the 

former neceflarily becomes indebted to the latter 

in a greater fttm than the Utter becomes indebted 

to it : the debts and credits of each do not €om«* 

penfate one another , and money muft be fent out 

from that place of which the debts o^r-balance 

the credits. The ordinary courfe of exchange^ 

therefore , , being au indicatiftil of the Mdinary 
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ftste.df debt and credit between two places , muft 
like wife be an indication of the ordinary conrfe 
cf their exports and imports, as thefe neceflarily 
regulate that ftate« 

But though the ordinary courfe of exehangt 
fliould be allowed to be ia fufiicient indication of 
tbt ordinary itate of debt and credit between any 
two places , it would not from thence follow , that 
the balance of trade was in favor of that place 
which had the ordinary ftate of debt and credit in 
its fiivor. The ordinary ftate of debt and credit 
between any two places is not always entirely re^ 
gnlated by the ordinary courfe of their dealing^ 
With one another ; but is often influenced by that 
of the dealings of either with many other places* 
If it is ufual , for example , for the merchants of 
England to pay for the goods which they buy of 
Hamburgh , Dantzic , iliga » &c. by bills upon 
Holland , the ordinary ftate of debt and credit be^ 
tween England and Holland^ will not be regulated 
entirely by the ordinary courfe of the dealings of 
thofe two countries with one another , but will 
be influenced by that of the dealings of England 
with thofe other places. England may be obliged . 
to fend out every year money to Holland, though 
its annual exports to that country may exceed 
very much the annual value of its imJ>orts from 
thence ; and though what is called the balance of 
trade may be very much in favor of England. 

In the way, befides, in which 'the par of ex- 
change has hitherto been computed , the ordinary 
courfeof exchange can afford no fuflicient indication 
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that the ordinary ftate of debt and credit is ,ia 
favor of that country which feems to have, or 
which is fuppofed to have , the ordinary courfe of 
exchange in its favor: or, in other words, the 
real exchange may be, and, in fail, often i» fo 
very different from the computed one , that from 
the courfe of the latter no certain conclufion can, 
upon many occations, be drawn concerning that 
of the former. 

When for a fum of. money 
containing, according to the fl 
lifhmint, a certain number of o 
you receive a bill for a film o 
in FranCe, conraining, accord 
of the Trench mint, an equal 
of piire filver, exchange is fa 
tween England and France. Wnen you pay tnoFS^ 
you are fuppofed to give a premium , and exchange 
is faid.to be agiinft England, in favor of.France. 
When you pay lefsj'you are fuppofed to get a 
premium, and exchange is faid ' to be againi) 
France , and in favor of England. . 

But, firft, we cannot always judge of thevalu^ 
of the current money of different coontrieii by 
the ftandard of their refpeiiive mints. ' In Some 
it is more, in others" it is lels worn, dipt, and 
otherwife degenerated from that ftandard. Bu^ 
the value of the current coin of every country^' 
Compared with that of any other country , is ia 
ptoportion not to the quantity of pure filyer 
frHich it ought to contain, but to that which it 
«)^Uy does contain. Before the reformation of 
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Thirdly ^ and laftly , in ibme places , as aA | 
Amfterdani , Hamburgh , Venice , fee. foreign bill* 
^f exchange are paid in what they call bank moneyi 
\vhile in others, as at l^ondon, Dfbon, Antwerp ^ 
Leghorn u fee. they are paid in the common our- 
rency of the country. What, is called bank money 
is always of more value than the fame nominal? 
fum of cpn^mon currency. A thoufand guilders in 
the bank of Amfterdam » for example , are of 
more value than a thoufand guilders of Amfierdam 
currency. The difference between them is calledi 
the agio of the bank , which , at Amfterdam ^ isf 
generally about five per cent.. Suppofing the cur« 
rent money of the two countries equally near to> 
the flandard of their refpedive mints , imd that 
the one pays foreign bills in this common currency^ 
while the other pays them in bank money ^ it is 
evident that the computed exchange may be in 
favor of that which pays in bank money ^ thought 
the. real exchange fliouldjbe in favor of that which- 
pays in current money j fipr the fame reafon tha^ 
the computed exchange may be in favor of that 
which pays in better, money , or in money nearer 
to its own ftandard, though the real exchange* 
Jhould -be in favor of that which pays in woife*. 
The computed exchange , before the late reform- 
ation of the gold coin ^ was generally^ againft 
Ix>ndon with Amfterdam, Hamburgh, Venice, 
and, I believe, with aU other places which pay 
in what is called bank money. It, will by no 
ft^ieaiw f(?llo>v, however, that the real exchange 
was againft it. Since the reformation of the gold 



THE WEALTH OF NATIONS. in 

i^t^f it has been in favoir of London eiren With 
thofe places; The computed exchange has generally 
been in favor of London with Lilbon, Antwerp ^ 
Leghorn, and, if you except France, I believe, 
with Aioft other parts ofEurOp^ thatpayin com«- 
xnon cuixency f and it is not improbable that the 
real exchange was fo too. :: 



^greffitm concerning Banks of Depojit , pdrtku^ 

larly that of Amfterdam. 
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HE currency of a great ftate , fuch as France 
or England, generally confifls almoft entirely of its 
own coin. Should this currency, therefore, beat 
any time worn , clipt,' or otherwife degraded be- 
low its ftandard value, the ftate by a jTeformation 
of its coin can effedually re-eftabWh its currency, 
But the currency of a fmall ftate, fuch as Geno§ 
or Hamburgh, can feldoip confift altogether in its 
own coin , but mult be made up , in a great mea- 
fure , of the coins of all the neighbouring ftates 
with which its inhabitfints have a continual inteiv 
courfe. Such a ftate, therefore , by reforming its 
coin , will not always be able to reform its cur* 
rency. If foreign bills of exchange ar^ paid in this 
currency, the uncertain value of any fum, of what 
is in its own nature fo uncertain , muft render the 
exchange always very much againfi fuch a ftate ,. 
its currency being , in all foreign fiates , * neceflarily 
valued even below what it is worth* 
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4 fi^nk money aver wd above boib its inti^&e 
fiap^iority to currency ,^ and the additional value 
vrhich this demand neceflarily gives it , baslikewife 
£raie other advantages. It is fecure from fire , rob- 
Very r and other accidents; the city of Amfterdam 
is bound for it ; it can be paid away by a Ample 
transfer , without the trouble idf counting , or the 
i^ilk of tranfporting it fronv one place to another. 
In confequence of, thofe different advantages, it 
ieems from the beginning to have borne an agio, 
and it is generally believed that all the, money 
CMiginally depofited in the bank was allowed to 
remain there, nobody caring to denund payment 
of a debt, which he cot^ld fell for a premium in 
the market. By demanding payment of the bank^ 
the owner of a ^ank credit would lofe thispremium. 
As a-fhilling frefii from the mint will buy no more 
goods in the market than one of our common 
worn fliillings, fo the- good and true money 
which might be bi;ough,t from the coffers of the 
bank into thofe of a^ private pegrfofi, being mi^ed 
and c^nfbtMnded with the common currency of 
the country , i^ould be of no more value than 
that currency 9 from which it could no longer 
be , readily diftinguifhed. While it remained in 
the coffers of ttie bank , its (uperiprity was known 
and afcertained. When it bad come into thofe 
of a private perfon , its fuperiority could not well 
be afcertained without more trouble than per^ 
haps (bje difference was worth.*- By beingbrought 
from the coffers of the bank , befides, it loft all 
the other advantages of bank money ; its fecurity , 



^ eafy ^^Cafe tra&^fefability^ itf nfe in paying 

foxeign biUs.ofe^ehange^ Oyer and abcweaU thi$^ 

it coijbi Qi^be:'brcmghtfrofl^ ithofe coff<^i a^itr 

wii^appeai: by an4 by, wit^^utpirQvioufly paying 

for the keepingi . . • . ^ 

* Thofe cfepofit* of cdin , or thofe depofits. which 

tiie bank vh$ bound to reftore in coin, conftitute<A 

the original capital of the bank, 'or th6 whok valm«r 

df whkt w$^ ' reprefem^ by what b^ called banh 

mcmey., Atprefont th^y fure juppofedtoconflitate 

but a veiy ikx^ip^n 9fM* In order to facUicati^ 

ihetrftde.iil budlida',<tbe bai4: ha9 been for tbefi^ 

many yeara imthe p£a£iiee em givii)g> credit in it» 

boioks 'apon.depofitS' of:goldrWfid fitver bullions 

T^his credit is generally about -five} per centi betovir 

tfaemint price of fuch;buHi©n. ..The bank^rantsr 

at the feme time what i^ <:aUe4acrficipiceocrecefpty 

eatttUhg' the ^x&m wbo.makea the depofit , or ther 

b^rer/,.t6 taketnut the bfiHion again^at any timl» 

withia riat*month$,: ttpbn: Te -rtraEmferring ro' the 

bank a qoamity of^baxikimoviey ^qunkto.lhat for 

i«hkh;*credit had beengimenifuitstibooks when. thcr 

^^po&t Was inadev and upon paying one^fburdf 

^eir cent^ for; the; keeping, if the depoht was^ in 

^Ive^;- atod: oae-^feilf p«» cent. if it waa in goldf 

but atdtho fame time cbclaring, that in de&ultiof 

imh piiyment ^. and upon the expiration txf this 

Jwn, thetdepofit ftould belong to the bankac 

the price at which it had been received , or for 

>vhich credit h^d^ been given in the,, tra^sfjpr 

tjooks,, lyhat i^ .thu^^Ojidfor thqkeepingfpf th^ 

<lepofit may be confidered as a foit of wacefaiMill} 
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rent ; and why this warehonfe rent fbonld be fb 
iDOch dearer for gold than for filver, feveral diflPerent 
reafons have been afligned. Thelineileli of gold , 
it has been faid , is more difikolt to be afcertaioed 
than that of filver. Frauds are more eafily pra£Ufed^ 
and oceafion a greater loft in the more prectoof 
metal. Silver, belides, beingthe llandard metd, the 
iUte, it has been faid, wiflies to encourage more 
the making of depofits of filver than thofe of goldL 
Depofiu of bullion are moll commonly made 
when the price is fomewhat lower than ordinary ; 
and they are taken out again when it happens te 
rife. In Holland the market price of bullion is 
generally above ilie mint price, for the fame 
reafon that it was fo in England before the late 
reformation of the gold coin. The difference is 
(aid to be commonly from about fix to fixteen 
ftivers upon the mark, or eight ounces of filver of 
eleven parts fine, and one part alloy. The bank 
price, or thecredit which the bank ^ves for depofiti 
offuchfilvef (when made in foreign coin, of which 
the finenefe is wdlkiMnm and afcertained , fuch as 
Mexico dollars ), is twenty<^two guilders the mark ; 
the mint price is about tweaty-three guilders, and 
the market price is firom twenty-three guilders fix , 
to twenty-three guilden fixteen (tivers, or firom two 
to three per cent, above the mint price** Tl» pro- 
portions betvieen the bank price, the mint price, 

« 

* The fbUowinstretlie prteet at whioh the bankof Amfterdam 
tt prcfcat (September, i^) reoeives bullion and coin of jii*- 
kmmi ktadf 3 



THE WEAI^H OF NATIONS. Iiy 

and the market price of gold .bullion ^ are nearly 
the iame. A perfon can generally fell hisreceipi for 
the difference between the mint price of bullion and 
the market price* A receipt for bullion is almoll 
alwaysworthfomethingy and it very fel4om happeni^ 
therefore, that any body fiffers hts receipt to e^ire^ 
or allows his bullion to fall to the bank at the price 
at which it had been receiyed, either by not taking 
it out before the end of the fix months , or by peg« 
ledhng to pay the one-fourth or one-half per cent, in 

SILVER. 

Mtxico dollan ) GoiMert^ 

French orowns > B «^ da per mvk >^ 

Engliih filler coin ) 

Mexico dollars new coin • 2i. lo 

Ducatoons ^ « « * • • ). 

Rtx dollars- ^ - - • « 2. g 
Bar fflvQT Gontatmngllfinefilver ai permafk, aod JA 
this proportion down to^ fine, on which 5 guildcri are 
given, 
pine bars, 3j per mark. 

GOLD. 

Bortaigal coin 

Guineas >B — jio per inirk» 




Louis d^ors new 

Ditto old - • . • ^ )op 

New ducats 4 rj 8 perducat. 

Baer or ingot gold is received inproporticR to its finenefj 
compared with the above foreign gold coin. Upon fine bars 
thebank^ives ^40 per mark, in general,, bowever, fome* 
thing more i;^ given upon coin of a known finenefs , than 
upon gold and fiiverbars , of which the finenefs cannot b^ 
afcertaiAed but by a protefs of mating ^ofl affiqrinij. 
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orderto obtain a netvreceipt for anotherfix montfii^ 
This, however, though it happens feldom, b faid ta 
happen fometimes, and more frequently with regard 
to gold , than with regard to filver , on accoont 
of the higher warehoufe - rent which is paid for 
the keeping of the more'precious metal. 

The perfon who hf making a depofit of bnl* 
Uon obtains' both a bank dredit and a receipt, 
'pays his bills of exchange as they become due 
with hirbant credit j and either feHs or keeps his 
receipt according as he judges that the price of 
bullion is likely to rife or to fall The receipt 
and the b^mM^cxedit feldom keep long together, 
and 4iet9 ivno ee<&fiqn that they ihould. The 
perfon who has a receipt, and who wahtstotake 
out bullion, finds always plenty pf bank credits, 
or bank money to buy at the ordijaary price; 
tod thef '{Mrfon who has batik monep, and wants 
to take out btrffidn , tirids receipts always in equal 
abundance. . . :, 

The owners of bank credits , and the holders 
of receipts, conftitute two different forts of cre- 
ditors agatnft the bank. The holder of a re« 
ceipt cannot draw out^the bullion' for which it is 
granted'," withbotre-affigning to the hdlnk a fum 
of bank money equal to the price at which the 
boUtoa ha4 been . received. Ifjhe h£^ no bank 
money of h» own , he mufi purchafe it of dide 
who have it. T^he owner of bank money cannot; 
draw out bullion without producing to- the bank 
acieceipts for the quantity which he wants. If he 
has none of his own*, he ntaftbu/ themof thpfe 
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who have them. The holder of a receipt, whert 
he pnrchafe* bank money , pnrchafes the powet 
of taking out a quantity of buIUon, of which th6 
miilt price is five petv cent, above the bank pride* 
The agio of five per cent, therefore, which he 
commonly pays for it, is paid, not for an imagi-^ 
nary , but for a real value. * The owner of bank 
money, when he purchafes a receipt, purchafei 
the power of taking out a quantity of bullion of 
which the market price is commonly firom two t^ 
three per cent, above the mint price. The price 
which he pays for it, therefore , is paid HkewiC^ 
for a real value. The price of the receipt, and thA 
price of the bank money, compound or mtake up 
between them the full value or pric^ of the Wlliom 
Upon depofits of the coiti current ^fn th6 
country,, the bank grants receipts like wife as welj 
as bank credits ; but thofe receipts are firequently 
of no value , and will bring no price in the mar- 
ket. Upon ducatoons, for example^ which iti 
the currency pafs for three guilders three ftJVers 
each, the bank gives a tredit of threfe guilders 
only, or five per cent, below their current valuel 
It grants a receipt likewife entitling the bearer 
to take out the number of ducatoons depofited 
at any time within fix months , upon paying one- 
fourth per cent, for the keeping/ This receipt 
wll frequently bring no price in the market. 
Three guilders bank money generally fell in the 
market for three guilders three ftivers^ the full 
value of the ducatoons, if they Were taken out of 
the bank; and before they can be' taken out'^ 
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ont-fotirth per cent, moft be paid fiorthe 
which would be mere loft to . the holder of the 
receipt. If the a^o of the bank, however, fkould 
at any time £ill to three per cent foch receipti 
might bring fome price in the market ^ and might 
lell for one and three-fonrths per cent. Bat the agid 
of the bank being now generally about five per 
cent, fuch receiptaarefrequentlyallowed to expire, 
or as they exprefsit, to fall to the bank. Tlie 
receipts which are given for depofits of gold ducats 
fall to it yet more frequently , becaufe a higher 
warehoufe-rent, or one-half per cent, muil be paid 
for the keeping of them before they can be taken 
out again. The five per cent, which the bank 
gains, when depofits either of coin or bullion 
art allowed to £dl to it , may be confidered as 
the warehoufe-rent for the perpetual keeping of 
fuch depofits. 

The fum of bank money for which the re- 
ceipts are expired mufl be very considerable. It 
muQ. comprehend the whole original capital of 
the bank , which , it is generally fuppofed , has 
been allowed to remain there from the time it 
was firft depofited , nobody caring either to re* 
new his receiptor to take out his depofit, as, 
for the reafons already afligned, neither the one 
lior the other could be done without lofi. But 
whatever may be the amount of this fum, the 
proportion which it bears to the whole ma(s of 
bank money is fuppofed to be very fmall. The 
bank of Amfterdam has for theie many years 
pafl been the great warefaouie^af Europe for 

bullion » 
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bailion, for which the receipts are very feldorrt 
allowed to expire, or, as they cxprefs it, to tall 
t© the baiik. The far greater part of the bank 
iiKMiey , or of the credits upon the books of the 
bank, isfuppofed to have been created, for thefe 
many years paft, by fuch depofits which the 
dealers in bullion are continually both making and 
withdrawing. 

No demand can be made upon the bank but 
by means of a recipice or receipt* The fmtillef 
mafsof bank money, for which the receipts are 
expired , is mixed and confounded with the much 
greater mafe for which they are ftill in- force; fa 
that, though there may be a confiderable fum of 
bank moneys for which there are no receipts, there 
is no fpccificfum or portion of it , which may not 
at arty time be demanded by one* The bank cah-^ 
Hot be djebtor tp two perfons for the fame thing j 
and the owner of bank jnoney who has no receipt,, 
cannot demand payment of the bank till he biiysi^ 
one. In ordinary and qiiiet times , he can find ii.o 
difficulty in getting one to buy at the market price ^ 
which'generally correfponds with the price at which 
he can fell the coin or bullion it entitles him to 
<ake put of the bank. » 

Tt might be otherM^e during a public cala- 
6)ity ; an invafion^ for example^ fuch as that of 
thej?rei>ch in. 1679- The owners of bank mo^ 
J*ey being then all eager t6 dtaw it out of the 
bank, in order to have^iit in their own keeping, 
Ae demand : for neceiptft might raife their prica 
to an exorbitant; height. The holdefs of them 
W. of N. «• sii 
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might form extravagant expectations , and inflead 
of two or three per cent, demand half the bank 
money for which credit had been given upon the 
depofits that the receipts had refpe£UveIy beeir 
granted for. The enemy , informed of the conftitu- 
tion of the bank, might even buy them up, in order 
to prevent the carrying away of the treafure. In 
fuch emergencies, the bank, it is fuppofed, \vould 
brelk through its ordinary rule of making payment 
only to the holders of receipts. The holders of 
receipts , who had no bank money 9 muft have re- 
ceived within two or three per cent, of the value 
of the depofit for which their refpeClive receipts 
had been granted. The bank, therefore, itisfaid,^ 
would in this cafe make no fcruple of paying, 
either with money or bullion , tlie full value of 
M^iat die 'Owners of bank money who could get 
no receipts were credited for in its books i- payings 
4t the fame time t%vo or three per cent, to fuch 
holders of receipts as had no bank money , that 
being the whole value which in th is flate of things 
could juftly be foppofed due to them. 

Even in ordinary and quiet times it is the 
intereft of the holders of receipts to defirefs the 
agio, in order either to buy bank money (and 
confequendy the bullion, which thdr receipts 
would then enable tfaem to take out of the bank) 
fo much cheaper, or to fell their receipts to 
tfaofe who have bank money, and who want to 
take out bullion , fo much dearer ; the price of 
a receipt being generally equal to the difference 
lietween th« jnarket price of bank money, and 
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that of the coin orbalUon for which the receipt had 
beea granted. It ia the intereil of the owners of 
bank money, on the contrary, to taife the agio, 
in order either to fell their bank money fo n^uch 
dearer y or to buy a receipt fo mpch cheaper. To 
prevent the ftock -jobbing tricks which thofe op« 
pofite interefts might footetim^ pcca|ion, the bank 
has of late years come to the refolotion ^ Cell at 
all times bank money for currency 5 at, fiv^ per 
cent, agio » and to buy it in again at four per 
cent*, agio. In confequence of this refolutJon, the 
agio can never either rife above five, or fink belo\y 
four per cent, and the proportion between the 
maiket prkre of bank and that of current money , 
is kept at all times very near to the proportion 
betweai their intrinfic values. Before this refolution 
was taken , the market price of bank money ufed 
fometim^ to rife fo • high as pine per. cent, agio , 
and fometimes to fink fo low as par ^ according pis 
Of^fiteinterefishappened to.infiuei)ce the market. 
The bank of An^fterdam profefies tp le^id out 
no part of what is depofite,d with it , but, for 
?very guilder for which it gives credit in. its 
books , to keep in its xepofitpries the valne of a 
guilder either in money w bqllion. That it 
keeps in its repertories all the Qic^ey or bullion 
for which there are recapti in forcf , for which 
it is at all times liable tp be ca^d upon $ and 
which , in neality , is con^ually going frpm it 
and returning to it agaia $ cainot Well b^ doubt- 
ed. But whether it does fo likewife with regsird 
to that part of its capital^ ibf wlush^the J9c$iptt 
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'are long ago expired, for which in ordinary and 
quiet times it cannot be called upon , and which 
in reality is tery likely to remain with it for ever, 
or as long as the States of ^the United Provinces 

'fnbiift, may perh&ps appeal more uncertain. At 

* Amfterdam,' however, no point of faith is better 
^tahlifted th^fcn that for every guilder , circulated 
as banR money , there » a correfpondent guilder 
in gold or lilvcr to be found in the treafore of the 
bank. The city i* guirlntee that h fbould be to. 
TTie bank is under th^ direction of the four rfei^- 
ing burgomafters , who are changed every year. 
Each new fet of burgomafters vifits the treafure, 

- compares it With the books, receives ft upon oath , 
and delivers it over, with the fame lawful folem- 
nity , to the fet which fuci^eeds ; and in that fober 

- and reRgious country oaths arenoty^t difregarded. 

* A rotatioh of this kind feems alone a fufficient 
^ fecurity againft any |>ra6lices wliich cannot be 

avowed. Amidft all the revolutions which fa£tion has 
-ever <}ccaliofied in the government of Amfterdam, 
the prevailinfg party has at no time accufed their 
predeceflbrs of infidelity in the adminiftration of 

-^e bank. No accufation could have aifeded 
more deeply the reputation' and fortune of the 
di^raced pa^ty, and if fucb an accu&tion could 

■ have befu fupported, we may be aiTured that it 
would have been brotTght. In 1672, when tbe 
French king was at Utrecht, the bank of Am- 
fierdam paid fo f eariily as left tto donbt df the 
fidelity with Which t^it had ^obfeirved its engage- 
ments. Sotoe of -the pieces which \yere then 



THE WEALTH OF Nj\tlONS. US 

brotight-iroip irsxepofitoriBs af^earedto have been, 
feorched with^the fire whitfh happeoerl in th? town-, 
houfe foon ahpt the bank waj eftabliflied. Thofe 
pieces , th^i^fpre , mult have lain there from that 
time. , , 

. What may be the amount of the, treafure in the 
bank., isaqueftion which has h)ng employed the 
{peculations of the cuitQus. Nothing 
can be offered concerning it. It is gen 
rfiat there are ^bout two thoufai 
keep accounts with the bank, and 
ti» have, one with another, the t 
bunjdredpoundsflerlinglying uport 
accounts ( ^ "vefy .large aUowauc< 
quantity of bank ^oney^ ^pd c 
trcafwe in the bank, wiU.ampuni 
milliqns flf r^tng,^ , or at eleven'guil 
ftjerliitg,. thirty-jhfee millioaa of guilders; "a great 
fum^ 'and fuiBcient to carry o;i a very extenfiv^ 
(ircu^tion ; but vaftly below the extravagant idea^ 
whic^ foni£ people have formed of this treafure, 
Tf(e city, pf Amfterdam derives a confiderable 
revenue from the bank. Befides what may be 
called the warehoufe-rent above mentioned , each 
perfo^, upon hxft opening an a<;count with th« 
bank, pa.ys a fee of ten. guilders; and for every 
new account .three guilders three ftivers; for 
every transfer two ftivers; and if the transfer is 
for lefe than three hundred guilders, fix ftivers, 
in order to difcourage the tnultipHciry of fraall 
tranfaiiions. - The perfon who negle6)s ,to_ba-. • 
lance his account twice in, the year foifeita 
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twcnty*five gnildcrs. The petfon who orders a 
transfer for more' than is upon his acfcount, is 
of)liged to pay three per cent, for the fum over- 
drawn, and his order is fet alide into the bargaift. 
The bank is fuppofed too to make a confiderable 
profit by the fale df the foreign coin or bullion 
which fometimes falls to it by the expiring of re- 
ceipts, and which is always kept till it can be fold 
with advantage. It makes a profit likewife by 
felling bank money at five per cent, agio , arid 
Buying it in at four. Thefe different emolument* 
:tmdunt to a good deal more than what is necef- 
fary for paying the falaries of officers , and defray* 
ing the exj^enfe of management. What is paid far 
the keeping 6f buHibn upon receipts , is alone fup- 
pofed to amount to d neat annual revenue of be- 
tween one hundred and fifty thoufand and two 
hundrfecf thoufand guilders. PubKc iitility, however, 
and not revenue, was the original objeft of this 
inftitution. Its obje£l was to relieve the merchants 
from the inconvenience of a difadvantageom ex- 
change. The revenue which has arifen from it was 
unforetecn , and may be confidered as accidental. 
But it is now time to return from this long digref- 
fion , into which I have been infenfibly led in en- 
deavouririg to explain the reafons why the ex- 
change between the countries which pay in what 
is called bank money , and thofe which, pay in 
tommon currency, fiiould generally appear to be 
in favor of the forrtier , and againft the latter. 
The former pay in a fpecies of money of Which 
the Intrinfic value is always the fame, and exactly 



THE WEALTH OF NATIONS. 3tj 

•agreeable to theftandard oftheir refpcfiive mints ; 
the latter in a fpecies of money of which the in- 
irinfic 'value is continually varying, and ]& almoft 
always more or lefs below that ftandard. 



,P A R t. II. 

Of the Unreafonablencfs of thofe extraordinary 
Rejlraints upon other Principles. 



I 



N the foregoing Part of this Chapter I have 
endeavoured to fhow , even upon the principles of 
the commercial fyftem , how unneceflary it is tp 
lay extraordinary reftraints upon the importation 
of goods from thofe countries with which the 
balance of trade is fuppofed to be difadvantagieous. 

Nothing, however, can be more abfurd than 
this whole doflrine of the balance of trade, upon 
which , not only thefe reftraint? , but almoft all 
the other regulations of commerce are founded. 
When two places trade with one another, this 
doflrine fuppofes that, if the balance be even> 
neither of them either lofes or gains ; but^ if it 
leans in any degree to one fide ^ that one of them 
lofes, and the other gains in propoi'tio9 to its 
declenfion from the exaft equilibrium. Both 
fuppofitions are falfe. A trade which is forced 
by means of bounties and monopolies, may be, 
and commonly is difadvantageous to the country 
in whofe favor it is meant to be eflabliihed, as 
I fliall- endeavour to fhow hereafter. But that 
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tiade which , without force or conflraint , is na^ 
turally and regularly earned on between any twa 
places, is always advantageous, though not al- 
ways equally fo , to bpth. 

By advantage or gain , I underftand, not the 
jncreafe of the quantity of gold and filver , but 
that of the exchangeable value of the annual pro* 
dure of the land and labor of the country, or the 
jncreafe of the annual revenue of its inhabitanti. 

If the balance be even , and if the trade be- 
tween the two places confift altogether in the 
exchange of their native commodities, they will, 
upon moft occafions , not only both gain , but 
they will gain e^Ucilly, or very near equally; 
'each \^^^ in this cafe afford a market for a part 
'of iVit] fiiiplus produce of the other: each will 
xepface a capital, which had been employed in 
raifmg and preparing for the market this part of 
the farplus produce of the other, and which had 
been diftributed among, and given revenue and 
maintenance to a certain number of its inhabit- 
ants Some part of the inhabitants of each, there- 
fore, will indire<^ly derive their revenue and 
inaintenance from the other. As the commodi- 
ties exchanged tod are fnppofed to be of equal 
X'^altre ,' fo the two capitals employed in the trade 
wiH , upon ' moft ocdallons , be equal, or very 
nearly eqiial ; and both being employed fn raif- 
ing the native coniniodities of the two countries, 
the 'revenue and maintenance which their diftri- 
bntipn' will'afford to the inhabitiants of each will 
T^e eqiial, or very nearly equal. This revenue 
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and moaitepof^t t^^B mutually aSbrded, win be 
greater or fmallei' in proportion to the ext;ent of 
th^ir dealings. . If t^efe iliouid annually amQunt to 
a hundred tl^oufand ppundf , for .^xample , tor to 
a millioii on each fide . each of them would afford 
an annual revenue in^ the one cafe , of a hundred 
thou(and ponnds ,^in the other, of a milliony ^o 
the inhabitants^of the other. . 

IfthefT trade; ibo^ld be.pf {iu;h a nature that one 
of .then> exported to the other nothing but rutivc 
fcommoditiesj, \yhile the returns of that other conr 
lifted altogetheiv in foreign goods; the balance, in 
this cafe, would, ftiU be fuppofed even , commor 
dities beiqg paid for with qooimpdities. They 
would, in 'this cafe too, both gain, but they 
would not gain equally f an^dtl^e inhabitants of the 
country wliich exported hothing but native coox- 
niodities would derive the greateft revenue from 
the trade, jlf England, for example, ihould import 
from France nothing but the native cpmmodities pf 
that coyntry , and, not having fuch comqaodities 
of its own as were in demand there, fl^ould annually 
repay the«^ by- fending thither a large quantity of 
foreign gpqds, tobacco, we fl^all fuppofe, and Eaft- 
India gooda; this trade, though it would give forne 
revenue to the inhabitants of both countries, would 
give more to. thofe of France than to thofe of 
England. -iThe whole French capital annuaUy 
employed in it would annually be diftributed 
among the people of France. But that part of the 
Englifli capital only which was employed in prg- 
ducing the Englilh corpnioditi^s with ^Yhich thofe 
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foreign goods were purchafcd , vrotfld be annually 
diftribnted among the people of England. The 
greater part of it would replace the capitals which 
had been employed in Virginia , Indoftan , and 
China, and tvliich had gi^en revenue and mainte- 
nance to the inhabitants of thofe diftant countries. 3- 
If the capitals Were equal , or nearly 'equal, there- 
fore, this employment of the Rrendi capital would 
augment much more the revenue of the people of 
France, than that of the Englilh capital would the 
revenue of the peopleof England. France would 
in this cafe carry on a dired foreign trade of 
confumption with England; whereas England 
would carry on a round-abobt trade of the fame 
kind with France. The different effeAs of a ci- 
pital employed in the direct, and of one employed 
in the round- about foreign trade of confumption, 
have already been fully explained. 

There is not, probably, between any two coun- 
tries, a trade which confifts altogether in the ex- 
change either of native commodities on both 
fides, or of native commodities on one fide and 
of foreign goods on the other. Aim oft all coun- 
tries exchange with one another partly native and 
partly foreign goods. That country, however, 
in whofe cargoes there is the greateft proportion 
of native , and the leaft of foreign goods , will al- 
ways be the principal gainer. 

If it was not with tobacco and Eaft-India goods, 
but with gold and filver, that England paid for 
the commodities annually imported from France, 
the balance , in this cafe , would be fuppofed 
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tineven , con^moditfes not being paid for with 
commodities , bnt with gold and filvcr. The 
trade, however, would, in this cafe, as in th^ 
foregoing, give feme revenue to the inhabitants 
of both conntries, bat more to thofe of France 
than to . thofe of England. It would give fome 
revenue to thofe of England. The capital which 
had been employed in producing the Englifli goods 
that purchafed this gold and filver, the capital 
which had been diflributed among, and given 
revenue to , certain inhabitants of England , would 
thereby be replaced , and enabled to continue that 
employment. The whole cisipital of England would 
no more be diminiihed by this exportation of 
gold and filver , than by the exportation of an 
equal value of any other goods. On the contrary^ 
it would, in mofl cafes, be augmented. No goods 
are fent abroad but thofe for which the demand is 
fuppofed to be greater abroad than at home , and 
of which tlie returns confequently , 'it is expe^ied^ 
will be of more value at home than the commodi- 
ties exported. If the tobacco which , in England , 
is worth only a hundred thoufand pounds, when 
fent to France will purchafe wine which is , in Eng« 
land , worth a hundred and ten thoufand pounds, 
the exchange will augment the capital of England 
by ten thoufand pounds. If a hundred thoufand 
pounds of Englifli gold , in the fame manner, 
pnrcliafe French wine , which , in England , is 
worth a hundred and ten thoufand , this exchange 
will equally augment the capital of England by 
ten thoufand pounds. As a nterchant who lias 
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z hundred and ten thbnfand ponnds worth of wine 
in his cellar, is a richer man than he who has only 
a hundred thoufand pounds worth of tobacco in. 
his warehoufe, fo is he likewife a richer man than 
he who has only a hundred thoufand pounds 
worth of gold in his coffers. He can put into 
motion a greater quantity ofindnftry, and give 
revenue, maintenance, and employment to a. 
greater number of people than either of the other 
two. But the capital of the coimtry is equal to 
the capitals of all its different inhabitapt$, and the 
quantity of induftry which can be annually main-, 
tained in it, is equal to what all thofe different 
(Capitals can maintain. Both the capital of the 
country , therefore , and the quantity of induftry 
which can be annually maintained in it, mnft ge« 
nerally be augmented by this exchange. It would, 
indeed , be more advantageous for England that it 
could purchafe the wines of France with its own 
hard-ware and broad-cloth, than with either the 
tobocoo of Virginia , or the gold and filver of 
Brafil and Peru. A dire£l foreign trade of con- 
fumption is always more advantageous than a 
round-about one. But a round-about foreign trade 
of confumption, wliich is carried on with gold 
and filver , does not feem to be le& advantageous 
than any other equally round-about one. Neither 
is a country which has no mines , more likely to be 
exhaufted of gold and filver by this annual exporta- 
tion of thofe metals ^ than one which does not 
gro\v tobacco by the like annual exportation of 
that plant. As a coqntry which ha? wherewith^ 
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to buy tobacco will never be long in want of it , fo 
neither will one be long in want of gold and filver 
which has wherewithal to purcbafe thofe metajbi* . 
It is a lofing trade, it is {aid, which a workf« 
man carries on with the alehonfe; and the trade 
which a manufacturing nation would naturally 
carry on with a wine country , may be coniidere4 
as a trade of the fame nature.^ I anfwer , that 
the trade with the alehoufe is not neceflarily a 
lofmg trade. In its own nature it. isjoft ^s.aci^ 
vantageous as any other , though , perhaps , fomes- 
what more liable to be abufed. The employ- 
ment of a brewer, and even that o£a retailer of 
fermented liquors , are as neceflary divifiQQ^ of 
labor as any other. It will generally be more 
advantageous for a workman, to buy of the 
brewer the quantity he has occafiori for, than to 
brew it himfelf , and if he is a poor workman , it 
will generally be more advantageous for him tp 
buy it, by little and little, of the retailer, than ft 
large quantity of the brewer* He may no dpubyt 
buy too much of either, as he may of any other 
dealers in his neighbourhood, of the butcher, if 
he is a glutton , or of the draper , if he aflfe^ tp 
be a beau among his conipanions. It is advajiv 
tageous to the great body of workmen , notwitiv 
ftanding , that all thefe trades fhould b^ frM.» 
though this freedom may be abufed in alt of 
them , and is more likely to be fo , .perhaps ^ VP- 
fome than in others^ Though indiyiduals,. bg- 
fides, may fometimes ruin their fortunes by afx 
excelfive conlumption of fejrm^Pfed UquQrs^ l^^ 
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feems to be no rilk that a nation fbould do fo. 
Though in every country there are many people 
who fpend upon fuch liquors more than they can 
afford, there are always many more who fpend 
left. It defer ves to be remarked tooy that, if we 
confult experience , the cheapneft of wine feems to 
be a caufe, not of drunkenneft, but of fobriety. 
The inhabitants of the wine countries are in ge- 
neral the fobereft people in Europe } witnefs the 
Spaniards, the Italians , and the inhabitants of the 
IcHithem provinces of France. People are feldom 
guilty of exceft in what is their daily fare. No* 
body affeds the charaAer of liberality and good 
feUowfliip y by being profofe of a liquor which is 
as cheap as fmall beer. On the contrary , in the 
countries which , either from excefii ve heat or cold , 
produce no grapes , and where wine confequently 
is dear and a rarity, drunkenneft is a common 
vice, as among the northern nations, and all thofe 
who live between the tropics, the negroes, for 
example , on the coalt of Guinea. When a French 
regiment comes from fome of the northern provin- 
ces of France , where wine is fomewhat dear , to 
be quartered in the fouthiem, where it is very 
cheap , the Ibldiers , I have frequently heard it 
obferved , are at firft debauched by the cheapneis 
and novelty of good wine ; but after a few months 
refidence , the greater part of them become as 
fober as the reft of the inhabitants. Were the 
duties upon foreign wines, and the excifes upw 
malt , beer , and ale , to be taken away all at once , 
it mighty in the (amt mtnaer^ occafion ia Great 
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Britain a pcretty general and temporary drunlj- 
ennefs among the middling and inferior ranks of 
people 9 which would probably faie foon followed 
by apermanent and almoft univerfal fgbriety. At 
prefent drunliehnefs is by no means the vice of 
peopIeof£dhion, or of thofe who can eafily afford 
the mofl. eJopenfive liquors. A gentleman drunk 
with ale, has fcarce ever been feen among us. 
The reftraints upon the wine trade in Great ftri- 
tain 9 befides , do not fo much feem calculated to 
hinder- thb pec^le front going , if I may by (o^ to 
the aleboufe^ as f|x>m going where they can buy 
the beft ftnd cbeapeft liquor. They favor the wine 
trade of Porcogal, and difcourage that of France. 
The Portugoefe, it is faid, indeed, are better 
cufiomers&a^topr manufadures than the French^ 
and fliduld therefore be encouraged in preference 
to them. AbI they give us their cuftom , it is pre- 
tended , we &ould give them ours. The (heaking 
aifts of JunderHng tradefinen are thus ere£led mto 
politkaln^Dcims for the condofl ofagreatempke: 
&r it is the moft underling tradefmen only wha 
make 9 a rule to employ chiefly their owncuflom« 
ers. A great trader purchafes his goods always 
%vhere tixy are cheapeft and beft, without regard 
to any little ^interefi of this kind. 

By fuch maxims as thefe , however , nations 
haive beea taught that their intereft confified in 
bewaring all tbeir neighbours. Each nation, 
has been iniide ^ to look with an invidious eye 
upon the prdfperity of albthe nations with which 
it trades ^ and U> coi^da ^eir gam as its own 
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loft. Commerce, which ought natiMrally to be, 
among nations, as among individuals', a bpnd of 
union and friendfliip , has become the moil fertiie 
fource of difcord and animofity. The caprictoos 
ambition of kings and minifters has not, during 
the prefent and the preceding 'centcny, been 
more fatal to the repofe of Europe, ^than the im- 
pertinent jealoufy of merchants and raanufafiuien. 
The violence and injuftice of the ruleis.of mankind 
is an ancient evil , for which i, I^ aon afraid the 
nature of human. afiEurs can fcatce . admit of a 
remedy* But the mean npacky, the pi<ttu»polizing 
fpirit of merchants and. manofadurats^wto neither 
are, nor ought to be., the rulfenof ctidnkibd, 
though it cannot perhaps becorre&ed^ may very 
eaiily be prevented from diAurbing thatranquillity 
of any body but themfelvet. ^ - 

That it was the fpirit of monopoly .whickien^ 

ginally both invented and propagated thiis doc« 

-txmdj cannot be doubted ; and they whi^hrft taught 

it were by.no means fuch fook as theyi.wbo be« 

tieved it. In evfery^ccmntry itjilwaysf is and^nmft 

be the intereft of the great bodyi of the ipedple 

to buy whateveil they want of^thofrivJioXeU it 

cheapeft The propofition is fo vcory; nrnni&ft^ 

that it feems ridiculous to take any pains to 

furore at; nor could it ever have 4)Qen jcalled in 

/ quefiion , had not the interefted fcqi^ftiry of mer* 

( chants andmanu&Aurers confounded thecommeU 

< fenfe o£ mankind* Tbeit'intefell is^dimthis refpei^ 

'/ dire^tiy oppofite^to that of th^jgscdthpdy tif dus 

peopte* c.Afi itiis ithe ilxteceft <)lf . tbp ^teemea 

Qf 
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of a corporation to hinder the reft of the inha- 
bitants from employing any woj-kmen but them- 
felves^ fo it is the intereft of the merchants and 
manufacturers of every country to fccure to them- 
felves the monopoly of the home market. Henoe 
an Great Britaii^, and in moft other European 
countries, the extraordinary duties upon almoft 
all goods imported by alien merchants. Hence the 
liigh duties and prohibitions upon all thofe foreign 
manufaftures which can come into competition 
with our own. Hence too the extraordinary 
reftraints npon the importation of almoft all forts 
of goods from thofe countries with which the 
balance of trade is fuppofed to be difadvantageous ;. 
that is , from thofe againft whom national animofity 
happens to be moft violently inflam^; * .: : 

The wealth of a neighbouring naiibil , how- 
ever , though dangerous in war and politics , is 
certainly, adyantageous in trad^. ^ tn- a ftatei b£ 
hoftility it may enable our eneinii^ to maintain; 
fleets and armies fuperior to otir own ; but ^in at 
ftate of peace and commerce it muit Ktewife^ 
enable them to exchange with us to a greater 
value, and to afford a better market^ either $ot. 
theammediate produce of our own induftry, or 
for whatever is^purchafed with that produce. 
As a rich man is likely to be a better cuft<Kner 
to the mduftrious peopte in his neighbourhood ^ 
tk^h a |>dor , fo is likewife a rich nation. A ridl 
man , indeed, who rs himfelf a ttlirntifafitti^^ ^ is 4 
very dangerous neighbour to all thtlft who deal hi' 
the fame way. All the-reft of thi9 .{ieighbourhood ^ 
ff. of N. %. ^^ 
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however , by far the greateft r}umber , profit bjr 
the good market which his expenfe affords them. 
They even profit by his underfeUing the poorer 
workmen who deal in the fame way with him. 
The manufaflurers of a rich nation, in the fame 
manner, may no doubt be very dangerous rivals 
to thofe of their neighbours. This very com-- 
petitipn, however, is advantageous to the great 
body of the people , who profit greatly befides by 
the good market which the great expenfe of fuch 
a nation affords them in every other way. Private 
people who want to make a fortune , never think of 
retirmg to the remote and poor provinces of the 
country , but refort either to the capital , or tafome 
of the great commercial towns. They know, that, 
where littlci -wealth circulates, there is little to be 
got,. but that where a great deal is in motion, fome 
fliare of it may fall to them. The fame maxims, 
which would in. this manner dire<S the common, 
fenfe of one^ or t€^ y or twenty individual^, fliould 
regulate ithe ^udgm^nt of one , or ten , or twenty 
roUlioite, jand fliould make a whole nation regard. 
the riches of its neighbours,' as, a. probable caufe. 
and occaficui for, itfelf to. acquire riches. A nar^ 
tion. that would enrich itfelf by foreign trade, is 
certainly, moftjikely to do fo when its neighb^ufs; 
are all rich, indufltioi^s, and commercial na- 
tions. A great nation . furroundecj n^fi all .ftdes* by r 
wandering favages and poor barbarian^ mig^j 
no dpubt, acquiri^ richj^s by the cultivation of its 
owit lands, and; ^y i(s own interior commerce,, 
but not by foreign trade. It (fems to have been 5 
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in this manner that the ancient Egyptians and 
the modern Chinefe acquired their great wealth. 
The ancient Egyptians, it is faid , . neglefled fo- 
reign commerce, and the modern Chinefe, it is 
known, hold it in the utmoft contempt, and 
fcarce deign to afford it the decent proteflion 
of the laws. The modern maxims of foreign 
commerce , by aiming at the impoverifliment of 
all our neighbours , fo far as they are capable of 
producing their intended effect, tend to render 
that very commerce infignificant and contemptible. 
It is in confequence of thefe maxims ^hat the 
commerce between France and England has in 
both countries been fubje6led to fo many dtf- 
couragements and reflraints. If thofe two coun- 
tries, however, were to confider their real in- 
tisreft, without either mercantile jealoufy or na- 
tional animofity, the commerce of France might 
be more advantageous to Great Britain than that 
of any other country, and for the fame reafon 
that of Great Britain to France. France is the 
neareft neighbour to Great Britain. In the trade 
between the fouthern coaft of England and the 
northern and north-weftern coafts of France , the 
returns might be expeiied, in the fame manner 
as in the inland trade, four, five, or iix times in 
the^year. The capital, theifefore,' employed- in 
this trade, could in each of the two countries 
keep in motion four , five , or fix times the quan- 
tity of induftry , and afford employment and fub- 
fiftence to four, five, or fix times the number of 
people, which an equal capital could do in the 
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greater part of the other branches of foreign 
trade. Between the parts of France a\id Great 
Britain moft remote from one another, the re- 
turns might be expe£)ed, at lead, once in the 
year . and even this trade would fo far be at leaft 
equally advantageous as the greater part of the 
other branches of our foreigi} European trade. 
It would be , at leaft , three times more advan- 
tageous, than the boafted trade with our North 
American colonies, in which the returns were 
feldom made in lefs than three years, frequently 
not in lefs than four or five years. France , be- 
fides , is fuppofed to contain twenty-four mil- 
lions of inhabitants. Our North American co* 
lonies were never fuppofed to contain more than 
three millions : And France is a much richer 
country than North America; though , on account 
of the more unequal diftribution of riches , there 
is much more poverty and beggary in the one 
country, than in the other. France therefore 
could aiford a matket at leaft eight times more 
extenfive, and, on account of the fupefior fre- 
quency of the returns, four- and- twenty times 
more advantageous; than that which our North 
American colonies ever afforded. The trade of 
Great Britain would be juft as advantageous to 
France^ and, in proportion to the wealth , popu- 
lation and proximity of the refpeflive countries , 
would have the fame fuperiority over that which 
France carries on with her own colonics. Such 
is the very great difference between that trade 
wiiich Xh^ wifdom of b^th nations has thought 



; 
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proper to .difcourage, and that which it has 
fevored Ae moft. 

But the very fame circumftanc^s which would 
have rendered an open and free commerce be- 
tween the two countries fo advantageous to both , 
have occafiqned the principal obilrudions to 
that commerqe. Being neighbours , they are 
neceflarily enemies, and the wealth and power 
of each becomes , upon that account, more for- 
midable to the other} and what would increafe 
the advantage of national friendfhip, ferves only 
to inflame the violence of national animofity. 
They are both rich and indullrtous nations ; and 
the merchants^ and nianufa£lurers of each , dread 
the coropetition of the fkill and a61ivity of thofe 
of the othen Mercantile je^loufy is excited , 
and both inflames ,. and is itfelf inflamed , by the 
violence of national animofity : And the traders 
of both countries have announced , with all the 
paflionate confidence of intereiled falihood , the 
certain ruin of each , in confequence of that un- 
favorable balance of trade, which , they pre- 
tend , would be the infallible efFeii of an unre- 
flrained commerce with the other. 

There is no commercial country in Europe 
of which the approaching ruin has not frequently 
been foretold by the pretended dodora of this 
fyftem , from an unfavorable balance of trade. 
After all the anxiety, however, which they have 
excited about this, after all the vain attempts of 
almoft all trading nations to turn that balance in 
their own favor and againft their neighbours , 
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it does not appear that any one nation in Europe 
Jias been in any refpe£l impoveriflied by this 
caufe. Every town and country, on the con- 
trary, in proportion as they have opened their 
ports to all nations, inftead of being ruined by 
this free trade , as the principles of the com- 
mercial fyftem would lead us to expefl , have 
been enriched by it. Though there are in Eu- 
rope, indeed, a few towns which in fome refpefls 
deferve the name of free ports , there is no coun- 
try which does fo. Holland , perhaps", ap- 
proaches the neareft to this character of any, 
though ftill very remote from it; and Holland, 
it is acknowledged , not only derives its whole 
wealth , but a great part of its neceflary fubfift- 
ence , from foreign trade. 

There is another balance, indeed, which has 
already been explained, very different from the 
balance of trade , and which , according as it hap- 
pens to be either favorable or unfavorable, 
necSffarily occafions the profperity or decay of 
every nation. This is the balance of the annual 
produce and confumption. If the exchangeable 
value of the annual produce, it has already been 
obferved, exceeds that of the annual confump- 
tion , the capital of the fociety muft annually 
increafe in proportion to this excefs. The fo- 
ciety in this cafe lives within its revenue, and 
what is annually faved out of its revenue , is na- 
turally added to its capital , and employed fo as 
to increafe Itill further the annual produce. If 
the exchangeable value of the annual produce , 
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on the contrary , fall ftort of the annual con^- 
fumption , the capital of the fociety muft annually 
decay in proportion to this deficiency. The expenfe 
of the fociety in this cafe exceeds its revenue, and; 
neceflarily encroaches upon its capital. Its capital , 
therefore , muft neceffarily decay , and , together 
with it, the exchangeable value of the annual 
produce of its induftry* ' * 

This balance of produce and confumption is 
entirely different from, what is called, the ba- 
lance of trade. It might take place in a nation 
which had no foreign trade , but which was en- 
tirely feparated from all the world. It may take 
place in the whole globe of the earth , of which 
the wealth , population , and improvement may 
be either gradually increafing or gradually de- 
caying. * 

The balance of produce and confumption 
may be conftantly in favor of a nation , though 
what is tailed the balance of trade be generally 
againft it. A nation may import to a greater 
value than it exports for half a century, perhaps, 
together; the gold and filver which comes into 
it during all this time may be all immediately 
fent out of it ; its circulating coin may gradually 
decay, different forts of paper money being fub- 
ftituted in its place, and even the debts too which 
it contrails in the principal nations with whom 
it deals , may be gradually increafing ; and yet 
its real wealth , the exchangeable value of the 
annual produce of its lands and labor, may, 
during the fame period , have been increafing in 
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a much greater proportion. The ftate of ont 
North American colonies, and of the trade 
which they carried on with Great Britain, before 
the commencement of the prefent difturbances ^ , 
may ferve as a proof that this is by no means an 
jmpoflible fuppofition. 

^ This piragcsph wu wri(tcn ia the year 177s* 
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